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Hartman Consultants, LLC
www.hartman consultant.corn

February 14, 2018

HC ¹16021.02

Mr. Joe Conner, Esq.
Baker Donnelson
1900 Republic Centre
633 Chestnut Street, Suite 1900
Chattanooga, TN 37450

Mr. John M.S. Hoefer, Esq.
Willoughby ilk Hoefer, P.A.
930 Richland Street
P.O. Box 8416
Columbia, SC 29202-8416

RE: 1-20 Wastewater System Appraisal Report
Date ofValuation 10/9/2017

Dear Conner:

Attached please find the Appraisal Report of the Carolina Water Service, Inc. (CWS) 1-20

Wastewater System in Lexington County, South Carolina.

The Date ofValuation is October 9, 2017.

All three (3) approaches to value were considered and evaluated.

The results of each approach are:

~ Cost Approach .......„
~ income Approach ...

~ Market Approach....

..... $ 13,300,000

..... $ 12,000,000

...,. $ 11,000,000

The opinion of value for the 1-20 Wastewater System owned by CWS is:

$ 12,900,000

Twelve Million and Nine Hundred Thousand Dollars

Under the industry standard set of terms and conditions being assumed with no special
financing, payments, "holdbacks", etc. Real Estate value opinions were prepared and
provided by Mrs. Deborah Haskell, CRE, FRICS, MAI. These opinions were relied upon by
Hartman Consultants, LLC (HC) for the Cost Approach.

300 South Interlachen Ave ~ Unit ¹503 ~ Winter Park, FL 32789
Tel. 407-341-0970 ~ Fax 407-909-9882 ~ gerry@hartmanconsultant.corn
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The np&n&or. of value &s a cash paid;it closing amount. 'I'he esp&!sure time for th&s project w,is
taken at two f2) years Tne cons'.rurrion titn&. f&ir the cost ai&proach was taken as three f3)
yea i'.

This report di&es mc&ude the opinion of v&lue for real tangible pr&&fx rty (fee si&npk land
ownership) (RP) or i:s associated li'i.e. easements. etc) and the necessary a~&& rega&&on to
create this waste&vater system &vas determined by W:nthrop Real fistate Advisors„ inc.
j(VRb)A).

The d&ta sources for this work vrh&cl-, i wish tn recognize ari the administri&tive, engin&'& nny„
i&perations and financial staff of C&VS and 1-20 i&perators, public snurces, cuntnittor
information, as well as the giles ofll('ery

truly yours,

H &rt n (:onsulta

WJ(
C. Ha&'na \

South Carolina P E. 41S3SR
BcEE [v&'utero'Paste&eater)»88 1oo34
Accred&icd Senior Appraiser e 2542

&&r Q

Aitachme&.t. Appra&sat Report
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SECTION 1
INTRODUCTION

1.1 BACKGROUND

The Carolina Water Service, Inc. (CWS) is a privately owned utility that furnishes water and
sewer services in the Oak Grove area of Lexington County, SC. CWS is a wholly owned
subsidiary of Utilities, Inc. (UI), which is the one of the three largest private water and/or
wastewater utility operators in the United States, across 15 states. CWS originated in
1970's to provide water and sewer service in Lexington County, SC. The utility customers
within the CWS service area described herein as the l-20 service area are primarily
residential. Only the wastewater system is being condemned by the Town of Lexington,
S.C. thereby severing this system from the accompanying water system, the overall
statewide operations and the parent company.

The wastewater is collected in the Service Area from approximately 2,220 wastewater
customers. The wastewater treatment plant (WWTP) is a secondary treatment system. Its
permitted treatment capacity is 0.80 MGD. The WWTP effluent is pumped approximately
2.1 miles, through a de-chlorination and flow measurement facility before being discharged
to the Saluda River.

Hartman Consultants, LLC (HC] has prepared this appraisal report determining the value of
the CWS wastewater utility system as of October 9, 2017. This report and its contents will
be considered by CWS, its legal counsel, and other advisors in the potential acquisition of
the utility by a buyer. The records, reports, and other documentation furnished by CWS or
through its separate consultants form a substantial portion of the database for HC's work
efforts. In addition, field inspections of the wastewater facilities were conducted by Mr.

Hartman. The real property appraisal is included in this report and is addressed separately
in Appendix F.

The scope of services of this valuation report consists of acquiring the necessary
background information and available documentation, performing field inspections and
asset veriflcations and evaluating the operating results. HC has performed the valuation
analyses and value determinations that allow an opinion of value to be rendered by Mr.
Hartman. The results of HC's work efforts, analyses, and evaluations are presented in this
Appraisal Report. This report is for the I-20 wastewater property only and the associated
going concern/intangible property.

The CWS I-20 regional wastewater utility system is located in Lexington County in the State
of South Carolina near Columbia. Its Service Area is generally depicted in Figure 1-1. The
CWS 1-20 wastewater utility system is described in Section 2. It is an active and operating
utility system and is permitted for operations by the State of South Carolina for wastewater
service.

I-ZO ReportgSection 1

HC¹ 16021.02
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The ownership interest valued herein is fee simple ownership of the assets and of certain
real tangible personal property, the wastewater operational rights, the exclusive
certificated area rights, as well as of other tangible and intangible property.

A fee simple property is the most comprehensive type of ownership since the owner may
dispose of the property in any manner he selects. One possessing this property has no
restrictions or limitations upon ownership except those imposed by governmental entities
and those which were willfully created by agreement.

The purpose of this valuation is to provide CWS the appraised fair market value in
continued use of its 1-20 wastewater system property and the associated intangible
property in its highest and best use as a public utility. The context is a fair market value
appraisal for purposes of acquisition by a buyer with the right of eminent domain.

1-20 Report~Section 1

HC¹ 16021.02 1-2
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Lexington County

0 ex~coune

I-20 WASTEWATER SYSTEM — SERVICE AREA
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1.2 UTILITY IDENTIFICATION

The wastewater system is described in Section 2. The wastewater system has active and
operating systems and are permitted for operations by the SC DHEC.

1.3 OWNERSHIP INTEREST

For the report, the property to be valued is the TPP (tangible personal property) of the
wastewater system the real tangible property (RP) and other rights with the going concern
all grouped as the IP (Intangible Property) associated with the tangible property as of the
date of the valuation. We have performed these services for the entire property in "fee
simple" which includes all rights (the bundle of rights) that can be legally vested in an
owner, subject to encumbrances whatever they may be. This fee simple ownership
includes ownership of the TPP, RP and IP with the wastewater rights, exclusive service
rights, exclusive certificated area rights, as well as other intangible property. Moreover, the
fee simple value has been determined, without deduction for any liens or other
encumbrances that may exist.

1.4 PURPOSE AND USE OF UTILITY APPRAISAL

The purpose of this Utility Appraisal is to provide the Client with the appraisal of the
severed wastewater system. The I-20 system consists of both the water and wastewater
systems. The Town of Lexington's condemnation complaint severs the wastewater system
from the water system owned by CWS serving the )-20 customer base. The condemnation
also severs the I-20 system from the statewide CWS and the parent company activity. The
use of the valuation is for the Client's use.

1.5 IMPORTANT VALUATION DEFINITIONS

Appraisal (noun) — the act or process of developing an opinion of value; an
opinion of value. (adjective) of or pertaining to appraising and related functions
such as appraisal practice or appraisal services.t

Client — the party or parties who engage, by employment of contract, an
appraiser in a specific assignment.'ost

— the amount required to create, produce, or obtain a property.s

1 Uniform Standards of Professional Appraisal Practice ("USPAP"), 2016-2017 Edition, Published hy the
Appraisal Foundation, page 1 (lines 8-10)
2 Ibid, page 2 (line 50)
2 Ibid, page 2 (line 57)

l-20 Report tSection 1

HC¹ 16021.02
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Easement — an interest in real property that transfers use, but not ownership, of
a portion of an owner's property. 4

Extraordinary Assumption — an assumption, directly related to a specific
assignment, as of the effective date of the assignment results, which, if found to
be false, could alter the appraiser's opinion or conclusions. s

Fee Simple - absolute ownership unencumbered by any other interest or estate,
subject only to the limitations imposed by the governmental powers of taxation,
eminent domain, police power, and escheat.s

Highest and Best Use (in appraising real property] — is the reasonably probable
and legal use of vacant land or an approved property that is physically possible,
legally permissible, appropriately supported, financially feasible and that results
in the

highestvalue.'ypothetical

Condition — a condition, directly related to a specific assignment,
which is contrary to what is known by the appraiser to exist on the effective date
of the assignment results, but is used for the purpose ofanalysis.'ntended

Use — the use or uses of an appraiser's reported appraisal, appraisal
review, or appraisal consulting assignment opinions and conclusions, as
identified by the appraiser based on communication with the client at the time of
the assignment.s

Intended User - the client and any other party as identified, by name or type, as
users of the appraisal, appraisal review, or appraisal consulting report by the
appraiser on the basis of communication with the client at the time of the
assignment.'o

jurisdictional Exception — an assignment condition established by applicable
law regulation, which precludes an appraiser from complying with a part of
Uniform Standards of Professional Appraisal Practice (USPAP)."

The Appraisal of Real Estate, 12 "Edition, Published by the Appraisal institute, page 71

Uniform Standards of Professional Appraisal Practice, ("USPAP") 2016-2017 Edition, page 3 (lines 67-69)
The Appraisal of Real Estate, 12'" Edition, Published by the Appraisal Institute,

page 69
7 Ibid, page 305

USPAP, 2016-2017 Edition, Published by the Appraisal Foundation, page 3, [lines 75-77)
9 Ibid, page 3, (lines 84-86)

Ibid, page 3 (lines 87-89)
11 Ibid, page 3 (lines 91-91)

1-20 Reports,Section 1

HC¹ 16021.02 1-5
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Leased Fee Interest — a lessor's, or landlord's, interest with specified rights that
include the right of use and occupancy conveyed by lease to others. The rights of
the lessor (the leased fee owner) and the lessee (leaseholder) are specified by
contract terms contained within the lease.&&

Market Value - a type of value, stated as an opinion, that presumes the transfer
of a property (i.e., a right of ownership or bundle of such rights), as of a certain
date, under specific conditions set forth in the definition of the term identified by
the appraiser as applicable in an appraisal."

Market Value (noun) — the estimated amount for which a property should
exchange on the date of valuation between a willing buyer and a willing seller in
an arm's length transaction after proper marketing wherein the parties had each
acted knowledgeably, prudently, and without compulsion.'4

Regulated Industry — industry that is regulated by government to a significant
extent.

Replacement Cost New ("RCN") — the current cost of a similar new property
having the nearest equivalent utility as the property being appraised, as of a
specific date.'s

Reproduction Cost New — the current cost of producing a new replica of a
property with the same, or closely similar materials, as of a specific date."

Appraisal Report — a written report prepared under Standards Rule 2-2(a) or
8-2(a) of a Complete or Limited Appraisal performed under STANDARD 1 or
STANDARD 7.1

Taking — is the acquisition of a parcel of land (or other property] though
condemnation.'a

Value — is the amount, relative worth, functionality, or importance of an item,
which may or may not be equal to price or cost.»

The Appraisal of Real Estate, 12 Edition, Published by the Appraisal Institute, page 81

USPAP, 2016-2017 Edition, Published by the Appraisal Foundation, page 3 Pines 92-94)
International Valuation Standards, 2000 Edition, Published by the International Valuation Standards

Committee, pages 92-93
15 Valuing Machinery and Equipment: The Fundamentals of Appraising Machinery and Technical Assets,
Second Edition, Published by American Society of Appraisers, page 585
16 Ibid
17 USPAP, 2016-2017 Edition, Published by the Appraisal Foundation, pages Ao-ll, pages 98-99

The Dictionary of Real Estate Appraisal, 4 "Edition, Published by the Appraisal Institute, Page 285
Valuing Machinery and Equipment: The Fundamentals ofAppraising Machinery and Technical Assets,

Second Edition, Published by American Society of Appraisers, Page 594

l-20 ReportiiSection 1

HC¹ 16021.02 1-6
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1.6 EFFECTIVE DATE OF UTILITY APPRAISAL

The effective date of this Report is October 9, 2017.

1.7 TYPE OF PROPERTY

The subject property is a special purpose property. The wastewater system is provided the
rights thereof by the State of South Carolina, and by contract, assemblage, and other means.
Such properties have the configuration of the customer base and utilize the local natural
resources for the provision of utility service to the specific community that the facilities,
operations, and management serve.

1.8 SPECIALTY PURPOSE PROPERTY-AN ONGOING UTILITY BUSINESS

The system includes assets, customers, its service area and all other attributes of a fully
functioning utility business. The Utility is considered a special purpose property. There
are four (4) criteria, which establish whether a property should be considered special
purpose property:

a.
b.
C.

d.

Uniqueness;
Property must be used for a special purpose;
No widespread market for the type of property;
The property's use must be economically feasible and reasonably expected to
be replaced.

The function of this utility property is to provide wastewater services in specific service
areas. The wastewater system was specially built for the specific purposes for which it was
designed, and continues to be used for those purposes.

There is no question that with the contemplated condemnation of the System's Property,
the wastewater service would continue to be substantially used for utility purposes and
they would continue to be renewed, replaced and/or maintained for such purposes. If the
wastewater property was not condemned, the integrated water and wastewater system
would continue in its present use.

1.9 WATER RIGHTS

Not included.

1-20 Report~Section 1

HC¹ 16021.02 1-7
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1.10 ONGOING BUSINESS (INTANGIBLE PROPERTY)

While this appraisal of the utility property is accomplished in part by using the cost
approach, it must be recognized that the replacement cost new less depreciation (RCNLD)
only represents the component of value of the physical assets.

This property is an on-going profitable business with established customers; rates, fees and
charges; operations and maintenance activities; established billing, management, and other
overhead functions; and has developed significant records and business practices for the
on-going business. The summation of the above is classified as intangible property (IP)
which is addressed later in Section 4.

1.11 SUMMARY OF DATA COLLECTION

Data collection on this assignment involved records of CWS as well as, records provided by
others, HC and public information.

1.12 SUMMARY OF CONFIRMATION ACTIVITIES

Some analyses and surveys were used to confirm and/or cross-check the data and
information provided. Limited calls, comparisons of reports and comparisons of source
information were accomplished.

1.13 SUMMARY OF REPORTING MEASURES

The Report is a Utility Appraisal Report of the l-20 Utility Wastewater with disclosures
included.

No analysis of severance damages or other damages are included in this work.

1.14 ASSUMPTIONS AND LIMITING CONDITIONS

a. No responsibility is assumed for legal matters.

b. The appraiser has made no land survey of the property and, unless
specifically stated, it is assumed there are no encroachments involved.

c. Any sketches and maps in this Report are included to assist the reader in
visualizing the property and are not necessarily to scale or depict all items
above or below ground.

I-20 Report iSection 1

HC¹ 16021.02 1-8
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It is assumed that the property is in full compliance with all applicable
federal, state, and local environmental regulations and laws unless non-
compliance is stated, defined, and considered in this Report. It is recognized
that DHEC has not granted a permit renewal to the existing WWTP.

It is assumed that all applicable zoning and land use regulations and
restrictions have been complied with, unless a non-conformity has been
stated, defined, and considered in this Report.

It is assumed that all required licenses, certificates of occupancy, consents,
and other legislative or administrative authority from any local, state, or
national government or public entity or organization have been or can be
obtained or renewed for any use on which the value estimate in this Report
is based.

Proposed improvements, if any, on or off-site, as well as any repairs
required, are considered for purposes of this appraisal to be completed in a
good and workmanlike manner.

Responsible ownership and competent property management are assumed.

It is assumed that there are no hidden or unapparent conditions of the
property, soil, or structures which would render it more or less valuable.

Further, unless otherwise stated in this Report, the existence of hazardous
material or any other environmental problems or conditions, which may or
may not be present on the property, was not observed or disclosed. We
have no knowledge of the existence of such materials or conditions on or in
such close proximity that it would cause a loss in value. We, however, did
not search to detect such substances or conditions. The presence of
substances such as asbestos, ureaformaldehyde foam insulation, radon, or
potentially hazardous materials which could have an adverse effect on the
value of the property were not observed or detected in our inspections. The
value estimate is predicated on the assumption that there is no such
material or condition on or in the property that would cause a loss in value.
No responsibility is assumed for any such conditions, or for any expertise or
knowledge required to discover them.

No responsibility is assumed for the absence or presence of any endangered
species on this property. This appraisal assumed that there are no
endangered species which would prevent, restrict, or adversely affect any
development or improvement of this property.

No impact studies and/or special market, or feasibility analysis or studies
have been required or made unless otherwise specified. We reserve the
right to alter, amend, revise, or rescind any of the statement, findings,

I-20 Report~Section 1

HC¹ 16021.02 1-9
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opinion, value estimates, or conclusions contained herein if any unknown
study requires it.

Certain data used in compiling this report was furnished from sources
which we consider reliable; however, we do not guarantee the correctness
of such data.

We have accepted as correct and reliable all information provided by the
owner and Client, or the owner's Client's agents, which was used in the
preparation of this Report. All data came from sources deemed reliable, but
no liability is assumed for omissions or inaccuracies that subsequently may
be disclosed in any data used in the completion of the appraisal.

Neither I, nor anyone employed by me, has any present or contemplated
interest in the property appraised.

o. Possession of this Report, or copy thereof, does not carry with it the right of
publication, nor may it be used for any purpose by anyone except for the
client without the prior written consent of client and in any event, only in its
entirely and with proper qualification.

Neither all nor any part of the contents of this Report shall be conveyed to
the public through advertising, public relations, news, sales, or other media
without the written consent and approval of the author excepting
appropriate Freedom of Information Act requests.

Acceptance of, and/or use of, this Report constitutes acceptance of the
above conditions and assumptions.

No legal agreements, customer agreements, developer agreements or other
utility-related agreements were disclosed or provided and therefore have
not been included in this Report.

It is assumed that any and all permits and easements can be transferred in
the event of an acquisition with minimal effort. The renewal of the WWTP
permit or other future action may require investment which is caused by
regulatory action and that investment would be considered future rate base.

1.15 EXTRAORDINARY ASSUMPTIONS

The following significant assumptions were used in this work:

HC did inspect the System. The Client, and HC were significant contributors
as they provided photographs of the System as well as communicated their
opinion of the general condition of the System. To the extent that the

I-20 Report5Section 1
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inventory or the RCNLD differ, the results found therein would differ. My
inspection was limited and the condition assessment was found to be
average condition for their age and use for several components of the
system impacting my findings. I relied upon this information when forming
my opinion of value.

b. No construction work in progress and no hypothecated corrective future
construction activity are considered in this Report.

1.16 PROCESS AND PROCEDURES FOLLOWED

The methodology utilized to develop this valuation report was confirming the valuation
assignment; gathering the necessary information for the appraisal activities; conducting,
evaluating and considering 1.) the cost approach under a replacement cost new less
depreciation in continued use, 2.) the income approach, and 3.) the sales
comparison/market approach. Following the determinations from each distinct approach,
Mr. Hartman weighed the approaches utilizing his training, experience and knowledge of
the market and the subject system assets. Following the weighting of the approaches, an
Opinion of Value was determined and reported in this utility appraisal.

1.17 HIGHEST AND BEST USE

The highest and best use for the Special-Purpose Property is as a public wastewater utility
system. That use is a monopoly and is also an essential use both of which are characteristic
of a special purpose property. Since the Property is specifically designed/
configured/constructed solely for the use as a public wastewater utility system use, no
alternate highest and best use was considered.

1.18 APPROPRIATE MARKET USED

The appropriate market for this Special-Purpose Property is the non-for-profit market. The
non-for-profit marketplace does not limit the asset relative to the rate return on rate base.
Rather, it provides for the attributes of full and fair market value.

1.19 EXCLUSIONS

This valuation report has excluded the following aspects of the subject system and those
aspects are not included in the Opinion of Value delineated herein:

~ Assets owned by other associated parties.

~ CWS cash equivalents, accounts receivable and deferred tax assets.
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~ Activities, rights, and privileges of other associated parties.

~ Assumption of liabilities of CWS; it is assumed CWS will satisfy all its
liabilities with the proceeds from the sale without the transfer of such
liabilities to the buyer.

1.20 DEPARTURES/SCOPE LIMITATIONS

This appraisal has no known departures other than the summary and limited nature of this
report.

1.21 ASSUMED STANDARD TERMS AND CONDITIONS

The standard terms and conditions commonly used in the water and wastewater industry
are assumed for this appraisal as shown in Appendix E. The purchase price would be as a
cash purchase in U.S. Dollars at the time of closing. It is assumed that the Property has
sufficient time on the market for proper and complete disclosure and investigation by the
not-for-profit marketplace. There are no limitations relative to exposure, financing,
futures, prepaid or discounted connections, or other factors. It is assumed that the
unconnected properties, potential home sites, commercial properties, etc. which are not
active customers of the System would at the time of closing then be required to meet the
tariff requirements for the connection and initiation of service to such properties. We
assume that no properties are vested or prepaid or discounted in any fashion whatsoever.

1.22 CLIENT

The Client is Mr. John M.S. Hoefer, Esq. of the firm of Willoughby g. Hoefer, P.A. located at
930 Richland Street, P.O. Box 8416, Columbia, SC 29202-8416 and Mr. Joe Conner, Esq. of
the firm of Baker Donnelson located at 633 Chestnut Street, Chattanooga, TN 34750.

1.23 EFFECTIVE DATE

The effective date is October 9, 2017.

1.24 REPORT DATE

The report date is February 14, 2018.
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1.25 FAIR MARKET VALUE DEFINITION

Fair Market Value (FMVJ is the price that property would sell for on the open market. It is
the price that would be agreed on between a willing buyer and a willing seller, with neither
being required to act and both having reasonable knowledge of the relevant facts. (Source
IRS Pub. 561].

The United States and South Carolina Constitutions provide that private property shall not
be taken for public use without just compensation. Just compensation is usually
determined as the fair market value.
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SECTION 2
WASTEWATER FACILITIES

DESCRIPTION AND CONDITION

2.1 GENERAL

The Carolina Water Service, Inc. (CWS), a subsidiary of Utilities, Inc., owns and operates
significant water and wastewater assets in South Carolina. In this appraisal report, the 1-20

regional wastewater system, its corresponding service area and its operations as
integrated into the CWS South Carolina Operations are defined as the "System". The system
serves approximately 2,220 wastewater customers in the Oak Grove area of Lexington
County, SC. The System's service area generally extends from Leaphart Road 5 Cromer
Road on the North to Hwy 1 on the south, from Mineral Spring Circle on the East to Dickert
Drive & Timbergate Road on the West, and is generally presented in Figure 1-1.

2.2 WASTEWATER SYSTEM

CWS provides service to its wastewater utility customers in the Service Area. The
wastewater system is generally comprised of collection, flow equalization, transmission,
treatment and disposal components. The descriptions presented herein are based upon
field inspections conducted on December 4'", 2017 by HC; information provided by CWS

and their consultants including engineering drawings, overall utility maps and regulatory
permits; limited interviews with CWS personnel and with CWS consultants; and
information filed with the South Carolina State Public Service Commission.

The wastewater system consists of the following components:

~ 2,220 Customer Services and 2,325 ERC's
~ 137,000 linear feet (If) Gravity Collection System including Services
~ 578 Manholes
~ 16 Lift Stations
~ 3 Flow Equalization Facilities (Satellite)
~ 53,000 lf Force Mains
~ 0.8 MGD Wastewater Treatment Plant
~ Effluent Disposal Facilities (flow metering, dechlorination, discharge

structure, etc.)

2.2.1 Wastewater Services

The customer wastewater services collect wastewater from the customers conveying it to
the gravity collection system. Wastewater services connect the customer to the local
gravity system. As of October 9, 2017, there were approximately 2,220 wastewater
customers in the CWS wastewater service area.

l-20 ReportiSection 2
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2.2.2 Gravity Collection System

The individual segments of CWS wastewater gravity collection system comprised of
pipelines and manholes, collect wastewater from the customer services along the pipe
routing of the segments. This wastewater collection continues until the pipe routing
conveys the wastewater to a lift station to be pumped for further conveyance within the
system. Ultimately, the wastewater is conveyed to a wastewater treatment plant (WWTP).
The collection system consists of approximately 137,000 feet of gravity piping (the 2,220
services average 17 feet of 4" gravity to the 8" gravity collection). The construction
drawings show that the entire collection system is constructed of either 8-inch PVC or
vitrified clay pipe. The gravity pipes are installed at varying depths for gravity flow of the
wastewater within the system.

There are 578 sanitary manholes in the wastewater coflection system. The depths of the
manholes correspond to the depths of the intersecting gravity pipeline. The manholes are
constructed of precast concrete and are equipped with cast iron access covers. Section 4
presents an inventory of the collection system pipe by total length, material, and diameter.

Due to the age of the collection system and the material used in construction, it is
anticipated that the wastewater coflection system is in average condition.

2.2.3 Lift Stations

Wastewater flows to individual lift stations from the gravity collection system that serves a
specific segment of the Service Area. Wastewater flows by the gravity system to a lift
station, is either pumped to another lift station, another segment of the collection system,
another force main, or directly to the wastewater treatment plant. Regardless of the
routing, ultimately all wastewater flows are conveyed to the wastewater treatment plant,

There are a total of sixteen (16) lift stations, including three (3j pump stations at the flow
equalization/pretreatment ponds and one (1) effluent pump station at the WWTP, that
serve the CWS I-20 wastewater Service Area. All lift stations are electrically powered via
underground electric service and each lift station is equipped with an auxiliary connection
for an emergency portable generator in the event of a power failure. In addition, the lift
stations also have emergency pump out connections, and audible and visual alarms. The
lift stations are constructed of concrete wetwells, stainless steel control panels, aluminum
checkplate hatches, pump guide rails, and float switches. An inventory of the lift stations
within the wastewater system is included in Section 4.

Overall, the lift stations appeared to be in average condition.

I-20 Report~Section 2
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2.2.4 Force Mains

As previously described, collected wastewater is conveyed to the lift stations and is then
pumped through the system ultimately to the wastewater treatment plant by a system of
force mains. The force main system is made up of approximately 53,000 feet of pipe
ranging in size from 4 to 10 inches. The pipe material used for construction is primarily
PVC. Section 4 presents an inventory of the force mains in the system along with its
diameter, length and material. Due to the age of the system and the material used in
construction of the force mains, the transmission system is expected to be in average
condition.

2.2.5 Wastewater Treatment Plant

The wastewater treatment plant site is located in center of the Service Area, on the north
end of Pear Court. The wastewater treatment plant is referred to as the I-20 Regional
Wastewater Treatment Plant (WWTP) and its NPDES Permit number is SC0035564.

The WWTP is currently operating as a secondary treatment system. The plant was
originally built in 1968 and rnodifled in 1981 and 1994 to treat the flow from several small
treatment plants that were in the area but now are no longer in service. The plant's current
capacity is 0.800 million gallons per day (MGD) with a proposed future pending upgrade to
tertiary treatment. The upgrade will also increase the WWTP treatment capacity to 1.051
MGD.

The WWTP is a 2.1 acre step aeration oxidation pond with a post air cell. The onsite facility
includes the oxidation pond with several aerators, an effluent pump station with two (2)
pumps, and a chlorination tank for disinfection. The off-site facility includes a flow
measurement device and a sulfur dioxide gas de-chlorination chamber. The facility also has
a 0.31 acre pond on the WWTP plant site that is currently available for high flow conditions
storage. There are steel tanks on site also.

The WWTP receives some of the wastewater from three (3) separate aerated pretreatment
ponds (Spring Hill Subdivision, Oakgrove Estates and Woodsen Subdivision), which were
converted from small individual wastewater treatment plants to
pretreatment/equalization ponds (EQ) and discharge to the 1-20 Regional WWTP via force
mains. The Spring Hill EQ pond consists of one pond with one (1] operating aerator and
another as a back up. The system also has an underground effluent pump station and two
(2] ground water monitoring wells. The Oakgrove Estates EQ pond consists of two (2)
ponds; one is an aerated lagoon with two aerators, and the second pond is polishing pond
with three (3) aerators; an above ground effluent pump station and two (2) ground water
monitoring wells. The Woodsen subdivision EQ pond consists of an aerated lagoon with
two (2) aerators, and effluent pump station with two pumps and two (2] ground water
monitoring wells.
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HC¹ 16021.02 2-3



ELEC
TR

O
N
IC
ALLY

FILED
-2018

Septem
ber14

3:49
PM

-SC
PSC

-D
ocket#

2017-292-W
S

-Page
28

of160

2.2.6 Effluent Disposal

The effluent disposal from the WWTP is pumped approximately 2.1 miles generally parallel
with Interstate I-20 to the Saluda River. The effluent flows through a de-chlorination by
sulfur dioxide and flow measurement facility (a 5'ectangular weir with end contractions)
prior to being discharged into the Saluda River.

2.2.7 Land and Land Rights

Land and land rights are presented in Appendix F.

2.2.8 Historic Wastewater Data

The historic wastewater flows and effluent quality for the WWTP were reviewed. The
wastewater flows for the Service Area follow a slight seasonal trend. This pattern has
remained relatively constant and is indicative of a utility with a rural customer base.

2.2.9 Regulatory Analysis

The South Carolina Department of Health and Environment Control regulates the WWTP
operation and compliance. The I-20 regional wastewater system operates under permit
SC0035564 which was issued on September 10th, 2001 and expired on November 30u',
2006, yet continues to be effective since a timely renewal application was submitted. The
CWS is in the process of upgrading the permit through SCDHEC. Based on conversations
with SCDHEC a notice of intent to issue is being prepared by the Agency. SCDHEC'S review
of the system revealed several operational practices that will require modification under
the new permit, however, capacities and effluent limitations are not expected to change.

The facilities are currently operating under the old permit while issuance of the new permit
is pending. The permit establishes the WWTP treatment capacity at 0.800 MGD. The
pending upgrade for the WWTP will raise the capacity to 1.051 MGD. Appendix D provides
a summary of the WWTP and NPDES permitting. Currently, the WWTP facilities are
operating under the old permit until the conclusion of the pending condemnation case.

2.2.10 Other Tangible Property

The other tangible property taken by the Town of Lexington, S.C. includes the following:

Customer Database — Electonic File (Excel)
~ Name
~ Service Address
~ Billing Address
~ Customer Type — Residential, Commercial, Mobile Home
~ Billing Amount
~ Billing Period

I-ZO Report5Section 2
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Other Customer Data
~ Billing Records
~ Any Service Agreements
~ Any Customer Correspondence
~ Taps Sold Buy not yet Installed

Utility Information — Service Address & Provider
~ Electricity
~ Phone
~ Other

Property Records
~ List all properties associated with System including address, deeds,

easements, surveys, encroachment permits (SCDOT, Lex, County)
~ Occupancy Agreements (Central Electric Co-op, SCE&G, Dominion, etc.)

Copies of Regulatory Records:
~ DMRs, Permits, SCDHEC Correspondence, ORS Records including filings and

correspondence, Closed-out consent degrees, etc. from January 1, 2016
forward.

Maintenance Records including Work Orders, 0&M Manuals, copies of service
contracts, and Preventative Maintenance Records.

Any emergency response plans that have been developed for the System.

Any GIS mapping that has been developed for the System.

Record Drawings.

Copies of any outstanding contracts or agreements.

A list of any items or areas that are known to need immediate maintenance or
repair.

List of supplies, specifically for chemicals.

Spare parts.

Any keys associated with cylinder locks (not padlocks]

1-20 ReportgSection 2
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2.2.11 Additional Tangible Property

The additional tangible property which is taken include:

Property Records
Plans and Specifications for the Wastewater System
Engineering Reports, Studies, Investigations, Soil Borings, Monitor Wells, etc.
Operational Reports, Studies, and Investigations

Financial Records
Financial Reports, Studies, and Investigations

Administrative Records

2.2.12 Intangible Property

That intangible property associated with the wastewater utility including but not limited to:

~ Certifications
~ Goodwill
~ Securities
~ Contracts and Contract Rights
~ Exclusive Service Area
~ Permits
~ Management Procedures and Practices
~ Engineering, Planning, Technical Determinations
~ SOP's
~ Customer Lists/Data/Financial/Admin., etc.
~ Cost to Grow the Customer Base

2.3 SUMMARY

In general, based on inspections and document review, the CWS 1-20 regional wastewater
facilities are in average condition. There are some facilities related cost liabilities identified
with the wastewater facilities which include minor deficiencies, and/or maintenance items.

Deficiencies are identified as those items that directly affect the operations, level of service,
regulatory compliance, or other issues associated with a utility. Deferred maintenance is
considered to be work required on the system that does not currently affect its operation
or level of service but is nevertheless required to keep the facilities functioning properly.

The pipes and valves in most of the lift stations require general corrosion removal,
repainting and minor deferred maintenance. A total of $ 16,000 is allocated to this
maintenance.
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The wastewater treatment facilities are scheduled to receive improvements and additions
in response to a System Options Analysis that is currently under review. The aerators in
the three EQ ponds and oxidation ponds require general clean up and other minor deferred
maintenance items. A total of $23,200 is allocated to these improvement and maintenance
activities.

The additions, deletions and depreciation thereon as well as items consumed for 2017
through 10/9/2017 resulted in an adjustment of ($ 121,332).

No damages to the integrated I-20 water system, to the CWS statewide system, or to the
Utilities, Inc. operations are included herein.
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TABLE 2-1
CAROLINA WATER SERVICE, INC.

I-20 SYSTEM
CONDITION OF WASTEWATER FACILITIES

Wastewater System
I. Gravity Collection System

II. Transmission System
III. Treatment Facility
IV. Effluent Disposal

Average
Average
Average

Good

Note: (1) Excellent

Good

Average

Fair

Poor

Facilities are in proper working order, well-
maintained, and no deferred maintenance.
Facilities are in proper working order and well-
maintained with only minor deferred
maintenance identified.
Facilities are in proper working order, maintained
at industry standards with some deficiencies and
deferred maintenance identified.
Facilities may not be in proper working order and
are not maintained at industry standards with
significant deficiencies and deferred maintenance.
Facilities cannot properly function due to
excessive deficiencies and deferred maintenance.
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TABLE 2-2
CAROLINA WATER SERVICE, INC.

1-20 SYSTEM
DEFERRED/MAINTENANCE COST ESTIMATE

Rua1111101I
Wastewater Collection System
Wastewater Treatment Facility

SubTotal

~ima ~gg ~l~ifi aIIon
$ 16,000 Deferred Maintenance
$ 23,200 Deferred Maintenance

$ 39,200

Net reduction for retirements and use of inventory and consumables upto
10/9/2017.

Subtotal

Total Adjustment

Rounded

$ 121,332

$ 160,532

$ 161,000
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SECTION 3
VALUATION METHODS

3.1 GENERAL

The objective of this appraisal report is to establish an opinion of the "fair market value" of
the utility. Fair market value assumes that both the buyer and the seller are aware of all
relevant information and that neither party is under the compulsion to act. The methods
utilized herein are to provide a basis for an opinion of value consisting of the reconciliation
of three approaches consisting of:

(I) the cost approach;
(ii) the income approach; and
(Iii] the comparable sales approach.

These approaches analyze various aspects of the system, including the physical conditions
of the existing system, the cash flows anticipated to be generated by the utility in the future,
and finally, the transaction factors related to the acquisition of similar utilities in the past.
The consideration of all three provides a range for determining the value of the utility
system based on numerous relevant factors. The remainder of this section provides a
general description of the valuation approaches utilized for this Report.

3.2 COST APPROACH

The replacement cost new less depreciation (RCNLD] is a cost approach method that is
commonly utilized in the determination of estimated value in utilities and has been an
accepted method in litigation cases involving the acquisition of utilities throughout the
United States. The primary reason for this is the fact that most utilities are comprised of
complex treatment, pumping and piping networks which all have various service lives and
different years of installation. In order to address these technically complex facilities, the
RCNLD approach has been developed.

There is a difference between the reproduction cost and the replacement cost of utility
assets. The reproduction cost is a duplication of exactly the same facilities. In contrast, the
replacement cost is the provision of facilities that would be available today with their
improved efficiencies and more effective cost implementation utilizing the commercially
available materials, equipment, etc. complete as one single project and obtaining the
economy of scale thereof. The replacement cost method assumes that the most economical
sequence of construction is utilized. This means that the cost of restoration, impacts of
conflicts, etc. are not included. In addition, only one (1) start up and shut down cost is
included. Similarly, any premiums or overtime costs or special procurement
mobilization/demobflization costs are not included other than for the single large
economic construction project. The replacement cost approach excludes excess capital
which an investor would normally not pay for in the existing facilities. Rather, the
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approach is based upon the theory of the substitution and the prevailing market concept
that no investor would pay more than the cost to replace the same system with the same
characteristics.

There are three I3) components to the overall depreciation taken in this approach. The
first component of depreciation, and the first to be applied, is the physical depreciation of
the asset. The second level is the functional obsolescence of the existing asset and is
deducted from the replacement cost new less physical depreciation. The functional
obsolescence is associated with the facilities themselves and is inherent to the system itself
being derived from construction, configuration, operations, management, and
administration. The final component in the method is for external obsolescence. External
obsolescence accrues from all factors impacting the system. The impact of future rate and
charge regulation or lack thereof, the ability to generate excess revenues sufficient to
support the physical asset value, market conditions, development conditions, and many
other factors external to the system itself.

The RCNLD analysis is based upon the following assumptions:

1. All utility physical assets are designed, permitted and constructed in one
continuous effort.

2. The construction activities are assumed to follow a single large project
construction in the service area.

3. The engagement of general contractors, acting for the utility and under its
supervision, utilizing current construction practices and procedures to
replace the property in such manner as to achieve all efficiencies that these
procedures and practices would allow.

4. The replacement unit prices include the cost of all labor and material
directly related to specific items and the use of construction equipment.
They also include all material costs, installation costs, and construction
management costs. The unit prices are from recent sources or are adjusted
based on the appropriate index.

5. The replacement costs include an allowance for the contractor's indirect
costs which are not specifically and directly identifiable with any distinct
unit of property.

6. The replacement cost includes the costs associated with overhead and
engineering fees incurred throughout the course of the project. These costs
are presented as a percentage of the total construction costs of the
reproduced facilities and depreciated in the replacement cost analysis.
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3.2.1 Depreciation Analysis

Depreciation is defined basically as the loss of value or worth of a property from any cause
including those resulting from physical deterioration, functional obsolescence and external
obsolescence. The usual causes include normal wear and tear through use, insufficient
maintenance, exposure to the elements, and obsolescence through improved technologies.
These causes and their effects are usually unique to each utility. Accrued depreciation used
in the replacement cost approach is the difference between the replacement cost of the old
property with new property and the estimated market value at the time of appraisal of the
old property.

3.2.1.1 Typical Methods of Depreciation

There are three basic methods of determining depreciation:

1. Accelerated depreciation.
2. Straight-line depreciation.
3. Inferred depreciation.

Each method differs in how the rate of depreciation changes throughout the service life.
The accelerated method depreciates an asset faster at the beginning of the service life; the
straight-line method depreciates an asset evenly across its service life; and the deferred
depreciation method depreciates an asset toward the end of its service life.

Accelerated methods for depreciation are generally used for tax purposes and are not
generally available to utilities for accounting or rate-making purposes. The deferred
depreciation method provides for depreciation rates slower than straight-line depreciation
and has been used by a few regulatory agencies.

The straight-line depreciation method is generally required by the regulatory environment
on utilities for book purposes. Straight-line depreciation applies a constant rate over the
asset's life based on the formulas shown below:

Depreciation % = X/L
Vp = B (1-X/L) + Vs

where L is the service life (using the ASL or, where appropriate, an adjustment), B is the
depreciable base, Vp is the depreciated reproduction value, X is the age in years, and Vs is
the salvage or residual value.

The straight-line depreciation method is the most widely used method among utilities and
provides a uniform and straightforward system for depreciating assets over a given
average service life. As such, straight-line depreciation is employed for the purpose of this
Report. In addition, 20 percent of the replacement cost has been used for the residual
value of the fully depreciated assets. Even though the fixed physical assets may have
served their typical average service lives; maintenance, renewals and restorations also

I-20 Report5Section 3

HC¹ 1602L02 3-3



ELEC
TR

O
N
IC
ALLY

FILED
-2018

Septem
ber14

3:49
PM

-SC
PSC

-D
ocket#

2017-292-W
S

-Page
39

of160

continued use. There is a residual value remaining for these assets when continuing in
use.

3.2.1.2 Average Service Life Schedule

I have conducted an average service life (ASL] studies which documented the ASL
schedules for water and wastewater utilities throughout the United States. The sources
utilized in the study include replacement rates for private utilities, schedules used by
public utilities, nationally published ASL schedules, and anticipated service lives from
national water and wastewater treatment equipment manufacturers. The ASL is defined as
the weighted average of the individual lives of a group of similar assets put into service at
the same time. In general, the ASL represents the anticipated time period over which the
property will provide useful service.

The appropriate ASL schedule for valuation of any utility should consider manufacturers'nticipated

service lives, maintenance of facilities, and the utility system as determined by
field inspections. This information was utilized to obtain the ASL for the assets of the CWS
1-20 Systems under normal service, including proper maintenance and repair. The
resulting ASLs are defined in Section 4 of this Report.

The effects of both the ievel of maintenance performed on the CWS i-20 Regionai
Wastewater System and the deficiencies of the system on the value of the assets are
addressed later in this analysis. These effects were determined based on inspections,
evaluations, and analyses of the system assets which provide specific functions for the
system.

3.2.2 Cost Determination

The use of construction costs in the determination of the estimated cost-new valuation is of
primary significance. These construction costs are obtained from several sources.

3.2.3 Indirect Cost Components and Percentages

The cost approach includes the costs associated with overhead incurred throughout the
course of construction. These costs are presented as a percentage of the total construction
costs of the replaced facilities. Engineering and other costs are depreciated as they are
associated with the assets in the replacement cost analysis.

3.3 INCOME APPROACH

The income approach values the utility based on the present value of available cash flows
anticipated to be generated in the future. The theory behind this particular approach is
based upon the concept of converting the anticipated financial benefits of ownership in the
future to an estimate of the present value in today's environment. Depending upon the
circumstances surrounding each acquisition, the income stream may be based on the net

1-20 Report3Section 3
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operating revenues derived from existing and future growth as well as the value of capital
contributions received from new system growth in the future.

Utilizing this approach, the net income for the utility is projected over a specific time frame
and subsequently expressed in terms of its value today based upon the use of an
appropriate discount factor. In order to reflect future financial and operational conditions
as accurately as possible, this approach relies heavily on past and present financial data
such as that found in audited financial statements and financial reports. Once the
projection of net income available over the specified time period is determined, a reversion
value of the assets is estimated in order to recognize the value of the system as an ongoing
entity beyond this projected time period. This adjustment is based on the concept that the
utility does not simply cease to exist at the end of the projection period. Rather, the assets
of the system will still provide a means of generating revenue. As such, the reversion, or
residual, value of the assets existing at the end of the projection period is included in the
present value analysis. Finally, any other adjustments which may be appropriate are made
based on the circumstances surrounding the particular acquisition. Such circumstances
may include, but not be limited to, adjustments for capital deficiencies which may exist at
the time of acquisition, deferred maintenance items and similar requirements.

Either a direct capitalization or a discounted cash flow (DCF) with reversion method are
commonly used.

3.4 COMPARABLE SALES (MARKET) APPROACH

The comparable sales approach to utility valuation assumes that knowledgeable buyers
and sellers of water and wastewater utilities generally know the "Market" for such utility
systems. The purpose of this market approach is to examine the history of water and
wastewater utility acquisitions, and to analyze the conditions under which the systems
were acquired in an effort to arrive at an implied purchase price for the subject system.
Research has been conducted in order to gather a database of information regarding utility
acquisitions. In order to compare the different transactions various characteristics were
analyzed and adjusted. Moreover, discussions with the negotiators, buyers, and sellers are
useful and informative to the analyses.

There are many factors which are involved in the determination of an acquisition price of a
utility system. These factors create both similarities and differences between the
transactions, which in essence, result in the formation of a well mixed market of utility
sales. The comparable sales approach considers such factors and makes adjustments as
necessary in order to arrive at an implied value for the subject system.

3.5 SUMMARY

In an effort to formulate an opinion of value for the system, this Report will consider three
valuation approaches. The three valuation approaches include the: 1) cost approach; 2)

l-20 Report5Section 3
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income approach; and 3) comparable sales (market) approach. Each approach is
independent and results in a separate and distinct finding. Such findings are subsequently
considered together with other factors to formulate an opinion of value for the CWS l-20
Regional Wastewater System. The resulting opinion of value is based upon the foregoing
findings as well as professional experience.

i-20 Report)Section 3

HC¹ 16021.02 3-6



ELEC
TR

O
N
IC
ALLY

FILED
-2018

Septem
ber14

3:49
PM

-SC
PSC

-D
ocket#

2017-292-W
S

-Page
42

of160



ELEC
TR

O
N
IC
ALLY

FILED
-2018

Septem
ber14

3:49
PM

-SC
PSC

-D
ocket#

2017-292-W
S

-Page
43

of160

SECTION 4
COST APPROACH

4.1 INTRODUCTION

This section presents the opinion of the replacement cost value for the I-20 Regional Water
and Wastewater System owned and operated by CWS. The methodology used in the cost
approach valuation of the aforementioned system is the replacement cost new less
depreciation (RCNLD). This method is commonly utilized to determine the value of public
utilities and it has been my experience that the method has been accepted with regard to
value for several court cases involving the acquisition of utilities throughout the United
States. The primary reason for using the RCNLD method is the fact that most utilities are
comprised of complex treatment, pumping, and piping networks with various service lives
and years of installation. In order to address these technically complex facilities the RCNLD
approach has been used.

4.2 REPLACEMENT COST DETERMINATION

As discussed in Section 1, the CWS 1-20 System is a Special Purpose Property. The
replacement cost of this Special Purpose Property, in place and in-service, is determined by
calculating the construction cost of equivalent or like-kind new facilities. The use of
construction costs in the determination of the new like-kind or equivalent facilities is
derived from a variety of sources.

The American Society of Appraisers (ASA), in their Principals of Valuation courses
involving the machinery and technical specialties have developed valuation guidelines
which include the specific provision for public utilities. The valuation methodology is
summarized through the ASA courses for machinery and equipment valuation. The
methodology includes guidelines for rounding of valuation amounts as summarized in
Table 4-1. The replacement cost determination analysis presented in this Report is
compliant with the Uniform Standards of Professional Appraisal Practice, 2016-2017
Edition.

I-20 Report~Section 4
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TABLE 4-1
Rounding ofValuation Amounts

Amount Determined
0 - $2,000

$2,001 - $20,000

$20,001 - $500,000

$500,001 - $10,000,000

Over $ 10,000,000

Rounded to Nearest

$ 10

$ 100

$ 1,000

$ 10,000

$100,000

Source: ASA guidelines

1-20 Report tSection 4
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4.3 RECOMMENDED AVERAGE SERVICE LIFE SCHEDULE

Average Service Life Schedule, for major wastewater system components have been
assigned an average service life based on my experience, training, research and service life
studies performed by me. HC's professional staff has performed numerous asset studies
utilizing ASL schedules for water and wastewater utility systems involving surveys of
private utilities, analysis of state regulated utilities, specific surveys for condemned utility
systems and other legal cases, as well as utilizing the available information related to the
depreciation of public utility assets.

Table 4-2 is a schedule of the average service life for major wastewater systems
components. These ASL values are applied to the various utility components to determine
depreciation costs in this Report. The depreciation has been taken on a straight-line basis.
Note that land, easements, and some other items have not experienced depreciation or are
too new to be considered depreciated (Inventory/consumables).

Table 4-2
Average Service Lives Used

Descri tion
4" Services
6" Services
6" Gravity
8" Gravity
10" Gravity
12" Gravity

Manholes 4'ia.
4" Force Mains
6" Force Mains
8" Force Mains
10" Force Mains
10" Effluent Main

Wastewater Treatment
Plant/Equalization
Stormwater Settling Facility 00

Effluent Disposal/Discharge
Pump Stations (Composite)

65

65

70

75

85

90

75
60

65

70

75

80

40
50
65
40

to Rounded
Oi Earthwork @ 65 years
1-20 Reports,Section 4
HC¹ 16021.02 4-3
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4.4 INDIRECT COST COMPONENTS

The indirect cost components included in this analysis are legal costs; insurance costs and
other related insurance items; licenses, permits, and fees; technical services; financing
costs; and Owner's overhead costs. Table 4-3 defines these indirect cost components as a
percentage of the cost of the asset. This is customary and typical for the utility industry.
Note that the ASCE Manual of Practice No. 45 Engineering curves are utilized for the
Technical Service aspects. As to financing, it is assumed that the construction period for
this hypothetical replacement project would be 36 months using a conventional loan and a
4% interest rate on the financing provided resulting in a 6% costs. A developer has general
administrative costs which are typical for a water and wastewater system project of this
kind. Those costs include the business administration, staffing, owner's overhead, and
planning costs associated with the owner's business activities associated with a project.
This percentage has been taken at 1.1%. The cumulative total indirect cost for the project
has been determined at 18.0% without construction management.

Table 4-3
Indirect Cost Components and Percentages

Description
Legal, etc.
Insurances, etc.
Licenses, Permits, and Fees
Accounting
Technical Services, Engineering, Surveying
Financing (36 months — 50% conventional loan)
Administration, Overhead, Planning, Owner's Rep., etc.
Total &4)

Percentage 0)

1.0%
0.5%
1.0%
0.5%
7.9% & )

6% & )

1.1%
18.0%

Notes: 0) Otherwise stated from market review of total project costs without premiums or
interveners or special services.

O) ASCE MOP 45 curves.
P) Assumes financing 8 4%.

1-20 Report)iSection 4
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4.5 REPLACEMENT COST ANALTSES

This valuation report includes the replacement cost analyses as conducted by Mr. Gerald C.

Hartman, P.E., DEE, South Carolina Registration No. 15389. The quantities, dates, and
inventory of assets were provided by CWS and grouped to an average date in some cases or
the average date for an installation. The items were verified, reviewed, and supplemented
by HC as appropriate through field inspection and document cross reference. The results of
the replacement cost new less depreciation determination are summarized in the following
sub-sections.

Gravity Wastewater Collection

The gravity wastewater collection system owned by CWS in the 1-20 service area includes
customer services, gravity collection pipes and manholes. The RCNLD for these facilities
are shown on Table 4-4.

4.5.2 Wastewater Lift/Pump Stations

The gravity collection systems flow into area wastewater pumping stations. These stations
are presented in Table 4-5. The pump stations discharge into force mains.

4.5.3 Wastewater Force Mains

The 1-20 system has raw wastewater transmission force mains and an effluent disposal
force main. Table 4-6 presents the RCNLD for the 1-20 force mains.

4.5.4 Wastewater Equalization and Treatment Systems

The wastewater equalization and treatment systems take the raw wastewater discharge
from the gravity collection and force main systems. Table 4-7 presents the RCNLD for
these 1-20 facilities.

Table 4-8 presents a summary of Tables 4-4, 4-5, 4-6 and 4-7.

4.5.5 System Deficiencies and Deferred Maintenance

Deficiencies and deferred maintenance include costs for accrued renewal and replacement,
risk of failure for the used mechanical equipment, piping and/or structures and items
observed to be in need of repair and general maintenance. The deficiencies associated with
the wastewater system have been identified in Section 2. The cost requirement for the
wastewater system deficiencies and deferred maintenance is $ 39,200. A total value of
$ 39,200 is deducted from the RCNLD to reflect the deficiencies.

A second adjustment is for current depreciation, current additions, current deletions and
item consumed. The amount for this adjustment is $ 121,332.

1-20 Report'iSection 4
HC¹ 16021.02
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4.5.6 Fixtures, Equipment, Rolling Stock, Consumables and Inventory

The moveable fixtures, equipment, rolling stock, consumables and inventory associated
with the CWS system that expected to remain with the system is evaluated separately from
the RCNLD value. A value of $ 110,000 has been allocated for these items.

4.5.7 System Records

HCD evaluated the system records, all of which are being transferred to the County
complete without retainage of any available item. The value of the system records is taken
at $ 120,000.

4.5.8 Intangible Property (Including Going Concern)

The value of a business property, including a private utility, is more than the mere cost to
replace less depreciation. Intangible property is the measure of the difference between on-
going and profitable business versus solely the facilities constructed. In other words the
difference between a "live" plant and a "dead" plant. Going concern value is an
enhancement to the business facilities value because the business facilities are is in use.
Such value increment must include whatever is contributed by the fact of connection of the
items making a complete and operating business facility. Elements of going concern value
include, but are not limited to, the time and cost of building the business, the establishment
of service routes and customers, the exercise of managerial skill and the efficiency of the
work force, and the records of profitability of the fully functioning and organized business.
There are three (3j traditional methods of establishing the value of the intangible property.
The first method has going concern expressed as a percentage of the business facilities
physical value. The going concern value of typical water and wastewater systems has
ranged from seven point five to twenty-five (7.5 to 25) percent.

The first method is a percentage of the depreciated facilities physical value. In Nichols on
~Emine ~u'n valuing public utilities the industry and regulatory average during the fair
value era was established by the various public service commissions. This method I call the
"Percentage" method.

The second method is a construct and lost profits approach. This method takes the current
net revenues for the period of construction (in this case three 3 years) and applies a
present value discount (i.e. 7~/o for 2018, 2019 and 2020 using a midpoint convention for
the prospective years). I call this method the "Lost Profits" approach.

The third method is a cost build-up method estimating the current costs to accomplish the
intangible and going concern activities.

Those typical items include:

aj Other Non-physical assets--no estimate
b) Franchises-- see below

I-ZO Report~Section 4
HC¹ 16021.02 4-6
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c) Trademarks--no estimate
d) Patents —-no estimate
e) Customer Programs, etc.— -As a utility, there is a great deal of traditional good-will

accrued in the system. What has been accomplished are the customer education
programs and customer service training and established customer practices. For
an approximate 2,325 sewer ERC's such programs are valued at approximately
$ 222,000.

fj Equities—-no estimate
g) Securities—-All customer deposits are being transferred to the extent they exist.

The payment history of the customer base is excellent at $25,000.
h) Contracts and contract rights—-The value of vendor contracts, customer

agreements, customer easements and other easements.
i) The estabalished service area—-The wastewater service area is developed with

primarily residential units. That exclusive service area (though no value is given in
rate case settings) in the present industry market is 50 times the ERC's served. The
approximate value estimate is $ 115,000.

j) Permits--The DHEC wastewater permits, as well as the licenses for the system
operations and communications, have an establishment cost estimated at $80,000.

k) Management procedures and practices—-The records and programs that the CWS
will transfer and that will be used by Lexington for the I-20 system are estimated to
have a value of $65,000.

I) Exclusive easements--valued with the real estate.
m) Preliminary engineering, planning, and technical determinations —-The 5-year CIP

has an estimated cost of approximately $9.5 million. At an average of 3o/o for that
program is $285,000.

n) Establishment of SOP's—-For a system with treatment, many aspects are
established. An amount of $40,000 is provided based on these.

o) Customer lists/data/billing/financial/integrated company activities--The
Financial information and customer histories are quite useful. Data entry is
streamlined and parallel billing to insure a seamless transition is valuable. Access
to company-wide resources and support that is integrated has value. An amount of
$ 100,000 is allocated.

The total of the identified cost build-up items is $ 1,342,000. Rounded the amount is

$ 1,340,000.

Table 4-9 presents a summary of the three traditional methods of utility intangible
pi operty valuation applied to the 1-20 Wastewater System.

In my experience, verification of market acceptance of going concern can be found in
purchases and sales, arbitration orders, franchise agreements and other sources.

1-20 Reports,Section 4
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4.5.9 Functional Depreciation

No functional depreciation was found.

4.5.10 External Depreciation

No external depreciation was found.

4.5.11 Land

The land value is presented in Appendix F.

4.5.12 Cost Approach Summary

The findings on the replacement cost new less depreciation analysis performed in the
previous sections are summarized in Table 4-10. The purpose for the analysis is to assess
the estimated value for the CWS l-20 Regional Wastewater System. The total replacement
cost new less depreciation is calculated to be $ 13,290,000 or $ 13,300,000 as rounded.

1-20 Report~Section 4
HC¹ 16021.02 4-8
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TABLE 4-9

CAROLINA WATER SERVICE, INC.
I-20 WASTEWATER SYSTEM APPRAISAL

SUMMARY OF INTANGIBLE PROPERTY VALUE RESULTS

Method Descri tion

1. Percentage
(Range 7.5 /o to 25/o) At 15o/o of $ 9.4 Millloii = $ 1,410,000

2. Lost Profits 2018 - $ 859,000
2019 - $ 797,000
2020 - $ 734,000

PV 10/9/2017 $ 798,870
PV 10/9/2017 $ 681,515
PV 10/9/2017 $ 568,818

$2,049,203
Rounded $2,050,000

3. Cost Build-Up Method

Average

Opinion

Result $ 1,340,000

$ 1,600,000

$ 1,500,000

16/o of TPP without land

1-20 Reports,Section 4
HC¹ 16021.02 4-14
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TABLE 4-10

CAROLINA WATER SERVICE, INC.
I-20 WASTEWATER SYSTEM APPRAISAL

REPLACEMENT COST NEW LESS DEPRECIATION

Item Amount

1.
2.
3.
4.
5.

RCNLD Gravity System
RCNLD Pump Stations
RCNLD Force Mains
RCNLD Treatment & Disposal
RCNLD Overheads

Subtotal

$ 4,832,580
$ 1,030,482
$ 1,247,668
$ 864,688
$ 1,435,575
$ 9,410,993

6.
7.
8.
9.

10.

Deficiencies & Deferred Maintenance
Functional Obsolescence
External Obsolescence
Fixtures, Equipment, Rolling Stock,
Consumables and Inventory
System Records

Subtotal Tangible Personal Property
Rounded

(160,532)
0
0

$ 110,000
$ 120,000
$ 9,480,461
$ 9,480,000

11. Intangible Property (Includes Going Concern]

Subtotal
12. Land and Land Rights

(Winthrop Real Estate Advisors — Appendix Q

Total

Rounded

$ 1,500,000

$ 10,980,000

$ 2,310,000

$ 13,290,000

$ 13,300,000

1-20 Report tSection 4
HC¹ 16021.02 4-15
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SECTION 5
INCOME APPROACH

5.1 GENERAL

The purpose of this section of the Report is to calculate the fair market value of CWS

1-20 Regional wastewater system based on the income approach. In general, the income
approach values the water system based on the present value of the available cash flows
generated from the ongoing operations of the system. Historical financial and customer
data is utilized together with certain proforma adjustments in order to develop either the
current amount for direct capitalization or the projected operating results for the system
and estimate future cash flows available to the current owner or market based prospective
owner. Under this approach, the value of the utility system is assumed to be equal to the
value of the future cash flows available to the current owner if such ownership is

maintained throughout the projection period.

Rate levels are regulated or limited by the SCPSC. A non-for-profit market buyer is not
regulated by the SCPS. The market for the 1-20 wastewater system is to such a buyer with a
self rate-regulatory capability. This approach is useful for reconciliation of a range in
values into an opinion of value.

Utilities are monopolies and are generally very credit worthy. The direct capitalization
method is used herein. The financial data was provided by CWS.

5.2 DIRECT CAPITALIZATION

The revenues for the 7/2015 through 6/2016 period were $ 1,614,404.

The direct operational expenses for the same period was $388,085.

The shared services expenses for I-20 was $ 151,085.

The allocated overhead services costs for 1-20 were $ 105,782.

The net revenues without R&R, without taxes, margins, etc. was $969,452 in the latest
financial year period ($ 1,614,404 — ($ 388,085 + $ 151,085 + $ 105,782 = $969,452).

The accumulated depreciation annual change was $55,929. ($ 1,046,867 - $990,938].

The CIAC amortization was $23,248. ($ 1,427,493 - $ 1,404,245]. The net adjustments were
$ 1,415.

The direct capitalization net revenue then is determined by $ 969,452 — ($55,929 + $23,248
+ $ 1,415) = $ 888,860. For the year prior to the 2017 results.

I-20 Report5Section 5
HC¹ 16021.02 5-1
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The average service life is determined by the cost weighting of the assets. This resulted in a
calculated amount of 61 years. The overall level of depreciation is approximately 50o/v.

Therefore, the period is 30 years for analysis.

The direct capitalization rate for a wastewater utility includes the risk free rate (Treasury
bill long term used), plus the industry risk factor (approximately 1.45/o) plus the specific
risk system (approximately 1~/o) plus an industry ~/o factor. Another approach is to take the
price to earnings rate and use the reciprocal as a capitalization rate.

The calculation is 3.06~/o (3/1/2017 T-Bill) + 1.45/o + 1o/o + 0.64/o water = 6.15/o.
Therefore, capitalization build-up method resulted in a 6.15 /o capitalization factor.

The reciprocal of the water industry average is another market check. The overall average
is 19.9 P/E for 2/2017. A summary of P/E ratios confirm the 19.9 (Nasdaq, S&P Market).
100 divided by 19.9 = 5.025/o. Then there is a M&A premium to remove for a part of a
whole company from 10~/o to 30/o. Use the average of 20/o. The result becomes 5.025~/o i
0.8 = 6.28o/o.

The capitalization factor summary:

(1) Build-up Method = 6.15/o
(2) 1/(P/E] Method = 6.28&/&o

For the purposes of this report I will use 6.28~/o.

The not-for-profit result of net revenues for 2017 is $ 970,514. Using the 30 year period at
6.28&Yo results in $ 13,096,765 or $ 13,100,000 rounded.

The total return on equity and non-equity rate base for CWS has been found to be
approximately 7.78/o (TCWS order 2013-79 SCPSC). Using that percentage for the
$888,860/yr. (2016) over a 30 year period results in $ 10,217,933. Rounding results in
$ 10,200,000 result.

5.3 PRO-FORMA WITH REVERSION

Another income approach method is to examine the past five (5) years and project the
future five (5] years and add the calculated reversion value for the remaining useful life.

Table 5-1 presents the historical and projected operating results without rate indexing for
inflation, with no growth and projecting a rate case in 2022. Based upon the general ledger
information the capital from rates averages $ 160,000 per year. For the 5-yr period @ 5~/o

for a 15-year loan without adjustments for interest earnings in the account, results in a
payment of $ 114,148 per year.

l-20 Report5Section 5
HCII 16021.02 5-2
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For a for-profit buyer using the net income for bonded principal and interest the year, the
year end 2017 at a 5.2% effective interest rate results in the following using a mid-year
convention:

Present Value First 5 Years .....

Present Value of Reversion.....
Total.
Rounded

.......$ 3,305,923

...,3 6987358
.. $ 10,293,073
..$ 10,300,000

For a not-for-profit buyer using the net income for bonded principal and interest the year
end 2017 at a 4% effective interest rate results in the following using a mid-year
convention:

Present Value First 5 Years.....
Present Value of Reversion.....
Total.
Rounded

...... $ 3,428,430
8 645 383

. $ 12,073,813

.$ 12,100,000

In my opinion, the market for this specific system with all of its characteristics in South
Carolina is a sale to a not-for-profit entity as found in the Heater of Seabrook to the Town of
Seabrook and Tega Cay Utilities, Inc. to the Town of Tega Cay.

The for profit sales are from distressed owners to the iarger investor owned utilities at
orderly liquidation amounts.

Note that a 1.2% difference in the present value interest rate resulted in a $ 1.8 million
dollar difference in the results.

Projecting results into the future has a level of uncertainty. Questions such as future capital
needs and operational costs and future levels of rate increases for such actions with some
form of regulatory lag lowers the present value to some undetermined extent.

5.4 INCOME APPROACH OPINION

It is most likely that a not-for-profit sale would occur for the l-20 system either by the
Town of Lexington (as in this case], the County, the regional agency, or a IRS 63-20 special
purpose corporation.

The four (4] results were:

NFP Direct Capitalization...........................$ 13,100,000
For-Profit Direct Capitalization...............$ 10,200,000
NFP Proforma Present Value....................$ 12,100,000
For-Profit Proforma Present Value........$ 10,300,000

My opinion for the income approach is $ 12,000,000.

This simple average is $ 11,400,000.

I-20 Report35Section 5
HCII 16021.02
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SECTION 6
COMPARABLE SALES APPROACH

6.1 INTRODUCTION

The purpose of the market approach is to examine the market factors and conditions as
well as the wastewater utility acquisitions and analyze the conditions under which the
systems were acquired, in an effort to arrive at an implied purchase price for the sewer
facilities in CWS I-20 service area. The selected transactions of utility systems are
compared using quantitative values of customers. Our research and experience was used
in order to gather relevant information regarding similar acquisitions with only one found
in South Carolina. The potential list of utility sales is narrowed down to those that are
considered more comparable to the subject system. The market factors and conditions
focused upon include the P/E ratios and the price to book ratios, as additional verification
activities.

6.2 FACTORS INFLUENCING UTILITy ACQUISITIONS

There are many factors involved in the agreement of an acquisition price for a utility
system. These factors create both similarities and differences between the transactions
resulting in the formation of a well-mixed market of utility sales. The following is a
discussion of several important factors that impact the acquisition price of water and
wastewater utilities. These factors cannot be fully evaluated for all systems considered.
Each system is specific to the area served and the specific configuration of each system.
Each utility is unique as a special purpose property.

6.2.1 System Assets

Wastewater utilities vary considerably in their sizes, treatment capacities, physical
condition (which is sometimes an indicator of age or level of maintenance provided), as
well as the number and types of customers. All of the above are components that form the
utility's assets to be transferred. It is common that knowledgeable buyers of utility systems
look closely into these components prior to agreeing upon a purchase price. The following
areas regarding system assets are often considered in an evaluation:

a. Type of service provided (wastewater only, or both water and wastewater
components).

b. Extent and physical characteristics of the systems and the aggregate
effective age of the system.

c. Wastewater treatment capacities.

I-20 Report iSection 6
HC¹ 16021.02 6-1
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d. Actual customers connected to the utility systems and their characteristics
(size).

e. Process and level of treatment necessary.

f. Type of sale (context of transaction).

g. Date of sale.

h. Location of the system.

i. Condition of wastewater facilities in operation.

6.2.2 Regulatory Compliance

The extent and/or magnitude of litigation and the risk of loss associated with as well as
fines or ordered corrective actions effect system pricing.

6.2.3 Competitive Market or Monopoly

The exclusivity of the service territories can be a major factor influencing an acquisition
and the pricing of a utility. If a utility is granted either franchise rights or territorial
certificates that protect its service territories and make the utility a sole provider of water
and wastewater services within such territories, the value may be substantially enhanced.
However, if other private or public utilities can provide similar services in the same
territories, the opposite effect may occur.

1-20 Report(Section 6

HC¹ 16021.02 6-2



ELEC
TR

O
N
IC
ALLY

FILED
-2018

Septem
ber14

3:49
PM

-SC
PSC

-D
ocket#

2017-292-W
S

-Page
66

of160

6.2.4 Method ofAcquisition

The majority of the wastewater utility transactions occur through negotiations between
interested buyers and motivated sellers. However, ownership of a utility system by a
governmental entity can occur through a threat of condemnation or condemnation process.
The context of the transaction is an important consideration.

6.2.5 Context of Transaction

It is important to consider the variance to the "industry standard" terms and conditions of
the purchase and sale agreement. If special terms would create value then adjustments are
made. The context of this matter is an acquisition under the threat of condemnation.

6.3 MARKET SUMMARY

The overall market for wastewater utility sales includes a variety of circumstances and
transactions. In order to reduce some of the inherent variability in utility transfers, it is
helpful to establish a common indicator of value. In estimating the value of a system
utilizing the comparable sales approach, one of the most widely used common indicators of
value is the cost per customer.

Significant variability is typically observed at lower numbers of customers. Some small
systems are abandoned and conversely, some small systems are more valuable than the
customer base due to other factors. As the number of customers increases, the variability
tends to decrease. Typically, larger systems are viable operations and are not abandoned.
Likewise, if the system serves a large area, then other factors such as the integration
benefits resulting from economies of scale are not as significant as the utility's large
customer base.

Additionally, larger utility systems tend to have similar staffing and levels of service
requirements, normally provide fire protection, and are not typically reliant on temporary
package plant facilities for treatment. The 1-20 system is an integrated privately owned
regional and statewide CWS South Carolina division. Management and operations staff are
usually employees of the utility and are not part-time contract operators. The owners and
purchasers are typically knowledgeable regarding the systems and can afford expert utility
advisors to assist in the transaction due to the magnitude of funds involved. CWS is owned
by Utilities, Inc. which is owned by Corix. Corix is a world-wide utility provider. All of the
privately owned regional economies of scale and resources and other benefits are available
to this system.

6.4 SELECTED COMPARABLE SALES

As indicate earlier, there are several factors that must be considered in the selection and
evaluation of the comparable set of system transactions. The following discussion presents

1-20 Report(Section 6
HC¹ 16021.02 6-3
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the criteria utilized in the comparable sales selection process, as well as a brief description
and background of each selection.

6.4.1 Criteria

The selection of potential transactions to be utilized in the comparison analysis presented
herein involved a review of over 1,000 utility transactions. The selection process was
based upon the following criteria:

a. Sales occurring with large utility owners;

b. Wastewater customers served at the time of closing of between 750 and
6,000; and,

c. Sa!es occurring between the years 2010 and 2017.

6.4.2 Selected Comparable Sales

Based upon the criteria described above, eleven (11) utility transactions are selected for
the comparab!e sales analysis. The selected ut!lity sales are be!ieved to represent arm'
length transactions and are believed to be representative of fair market value. Note that 10
of the 11 sales are not within South Carolina. Table 6-1 provides the list of selected
comparable utility transactions including the applicable seller and purchaser for each
transaction, the year of the transaction and the escalated purchase price. The ENR CCI was
used as shown on Table 6-2 to escalate the values for the time adjustment.

Table 6-3 presents the value per customer for each sale.

1-20 Report(Section 6
HC¹ 16021.02
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Table 6-1
Selected Wastewater Transactions

(Escalated to Effective Date)

ID
State No. Seller

NY 1 Heritage Hills

IL 2 Peotone

FL 3 Pluris

Purchaser

Corix

AQUA

Hillsborough Co.

Date

2014

2017

2014

$ 4,500

$ 6,000

$ 3,200

$ 10,000

$ 6,300

$ 5,980

($ X 1,000)
Water Wastewater

P.P. P.P.

NC

IL

IL

IL

SC

FL

10

Car/Woodberry CWS

Fisher

Marboro Meadows

Haddonffeld

Village of Glenview

Manteno

CWS

Lindrick S.C

Charlotte
United Utility

American

WSSC

American

AQUA

AQUA

Tega Cay

Pasco Co.

2012

2013

2012

2015

2017

2014

2010

$ 13,000

$ 49,100

$ 7,800

$ 14,400

$ 14,792

$ 1,600 io

$ 7,930

$ 15,300

$ 44,600

$ 8,200

$ 14,400

$ 7,868

$ 25,000

$ 4,200 0)

$ 11,900

in Escalated to 11/2017 in Table 6-3.

1-20 Report,Section 6
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Table 6-2
Escalation Indices

Engineering News Record
Construction Cost Index (1)

Year

1982
1983
1984
1985
1986

1987
1988
1989
1990
1991
1992
1993
1994

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Index
3,535
3,825
4,066

4, 146

4,195
4.295
4,406
4,519
4,615
4,732
4,835
4,985
5,210
5,408
5,471
5,620
5,826
5,920
6,059
6,221
6,343
6,538
6,694
7, 115

7,446
7,751
7,966
8,310
8,570
8,802
9,066
9,313
9,546
9,699

10,039
10,498
10,702

ENR CCI

% Chg.

8 20%

6.30%

1.97%

1. 18%

2. 38%

2. 58%

2.56%

2.12%

2.54%
2. 18%

3.10/0
4. 51%

3. 80%

1. 16%

2.72%
3.67%

1.61%

2. 35%

2 67%

1.96%

3.07%
2.39%

6.29%

4 65%

4. 10%

2. 77%

4.32%
3.13%

2.71%

2.99%
2. 73%

2. 50%

1. 61%

3 51%

4.57%

1-20 Report I5ection 6

Hcg 16021.02
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Table 6-3
Calculated Price Per Customer

Wastewater Systems

ID No. Purchase Price
(Allocated/Roundedj

Wastewater Customers Price Per Customer

10

$ 10,000,000

$ 6,300,000

$ 5,980,000

$ 15,300,000

$ 3,100,000

$ 8,200,000

$ 14,400,000

$ 7,S6S,OOO

$ 25,000,000

$ 4,710,000

$ 11,900,000

2,080

1,483

1,360

3,359

888

2,390

4,500

2,500

4,300

1,500

2,933

$ 4,808

$ 4,248

$ 4,397

$ 4,555

$ 3,491

$ 3,431

$ 3,200

$ 3,147

$ 5,814

$ 3,140

$ 4,057

I-20 Report55ection 6
HC¹ 16021.02 6-7
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6.5 SUMMARY OF THE CUSTOMER METRIC ANALYSIS

The Summary of the customer Metric Analysis is shown on Table 6-4. The result is

$8,937,720 or $8,940,000 rounded.

Table 6-4
Summary of Customer Analysis

The summary of the Customer Metric Analysis resulted in a(n):

1. Average Value Per Customer of $4,026

2. Range in Value Per Customer from $3,140 to $5,814

3. 1-20 has 2,220 customer connection

4. Using an average system, the metric results in:
2,220 X $4,026 = $ 8,940,000 (rounded to three significant figures]

6.6 PRICE TO BOOK RATIO

Price to Book and Price to Rate Base are reported as very similar values. Mr. Aswath
Damodaran as of January, 2017 found for 22 water companies the metric at 2.70.
IIttCh 1 d2.61 p tdbySt ~ kI . A i 'i t b*k f

3/1/2017 was 2.652 as reported by YCHARTS. Others shown are:

AQUA at 2.982
California Water Service at 2.509
American at 2.652
American States Water Company at 3.154

AQUA and American States are at the high end of the range. Cal. Water is at 2.509 and
American is at 2.652 closer to the industry average. For the purposes of this report as a
market verification check I am using 2.6 as the factor.

The CWS rate base is $4,126,000 as of 10/2017. The 2.6 factor applied to the rate base in
an amount of $ 10,700,000 rounded.

I-20 Report(Section 6
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6.7 PRICE TO EARNINGS

The price to earnings verification is summarized on Table 6-5. The result is $ 11,800,000.

Table 6-5
Price to Earnings Verification Analysis

From Section 5, the wastewater average P/E ratio as of 2017 was 19.9. Using the
fractional part, (a partial effect of serving the wastewater system from the water
system and from the state-wide system) and not whole discount of 80% results in a
factor of 15.9. The net revenues were $888,860 for 2016. This analysis reflects a
result of $ 14,100,000.

6.8 PRICE TO CAPACITY

The price to capacity of central wastewater systems with approximately 1,500 to 3,000
customers with treatment plants equal to or greater than of 0.5 MGD range from $ 10 to $ 16
per gallon of design capacity. Note, design capacity is usually greater than or equa! to
perinitted capacity. For this verification, I have chosen the midpoint at $ 13 per gallon. The
CWS system has a design capacity equal to or greater than 0.8 MGD Maximum 3 month
daily average. Applying 0.8 x 10s x 13 = $ 10,400,000.

6.9 SUMMARY OF FINDINGS AND VERIFICATION ACTIVITIES

Table 6-6 presents the customer analysis and the market verifications for the valuation
analysis. Based upon the work performed herein I find an average of the market
approaches to value to be $ 11,000,000.

Since I-20 is a special purpose property, it is unique. The market approach provides a
verification step to the work.

I-20 Report(Section 6
HC¹ 16021.02 6-9
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Table 6-6
Summary of Findings and

VeriTication Activities

Descri tion
Customer
Analysis

Price to Book

Price to Earnings

Price of Capacity

Range of Findings

Simple Average

Findin s

$ 8,940,000

$ 10,700,000

$ 14,100,000

$ 10,400,000

$ 8,940,000 to $ 14,100,000

$ 11,000,000

1-20 Report(Section 6
HC¹ 16021.02 6-10
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SECTION 7
RECONCILIATION AND OPINION OF VALUE

7.1 METHODS DISCUSSION

The cost approach directly values the property being purchased. It is reproducible and
includes the tangible real and personal property as well as intangible property. In my
experience, this approach has been relied upon in the acquisition of investor owned
utilities (IOU) by governmental and non-for-profit (NFP) entities. The market for this
appraisal is the IOU to NFP market. It is my opinion that the cost approach is the most
reliable method and the most direct method and reflects the fair market value.

It is my opinion that the cost approach should be weighted at an approximate 2/3"~'evel
or 66.7%.

The income approach is one of the traditional approaches to value. The income approach
does provide a viewpoint to the appraiser of a reasonable amount which could be
supported by the system revenues. I have reduced the assumptions necessary by using an
asset ASL period limited direct capitalization without reversion. I also used a short period
of 5 years in the proforma analysis with reversion to minimize the forecasting of future
results.

It is my opinion that the income approach should be weighted at an approximate 1/3'd or
33.3% level.

The comparable sales approach is difficult for a special purpose property which is designed
specifically for the configuration and application found only with the subject system.
Nonetheless, there are sales of wastewater utility systems. Those considerations stated in
Section 6 of this report help to make comparisons to the subject more meaningful. Like the
income approach, the comparable sales approach or market approach is a traditional
approach to value. In addition to the price per customer metric, I performed three (3)
other verifications to attain a sensitivity to the standard customer value metric.

It is my opinion the market approach is a good verification step, yet I have not relied upon
the results in my reconciliation.

7.2 RESULTS

The results from the analyses conducted for this report are as follows:

1-20 Report5Section 7
HC¹ 16021.02 7-1
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A roach

Cost

Income

Market

Result

$ 13,300,000

$ 12,000,000

$ 11,000,000

Result ofAnalysis

Rounded

As Wei hted

$ 8,910,000

$ 4,000,000

$ 0

$ 12,910,000

$ 12,900,000

7.3 CONCLUSION

The reconciled opinion of value for the 1-20 Wastewater System is $ 12,900,000 or Twelve
Million Nine Hundred Thousand Dollars.

l-20 Report~Section 7
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APP A E TF

I certify that, to the best of my knowledge and belief, the statements of fact contained in

this Report are true and correct. I further certify that the reported analyses, opinions, and

conclusions are limited only by the reported assumptions and limiting conditions, and are

my personal, unbiased professional analyses, opinions and conclusions.

I have no present or prospective interest in the property which is the subject of this Report,

and I have no personal interest or bias with respect to the parties involved. My

compensation is not contingent upon the reporting of a predetermined value or direction in

value that favors the cause of the client, the amount of the value estimate, the attainment of

a stipulated result, or the occurrence of a subsequent event.

My analyses, opinions, and conclusions were developed, and this Report has been

prepared, in conformity with the requirements of the Code of Professional Ethics and the

Uniform Standards of Professional Appraisal Practice of The Appraisal Foundation.

The use of this Report is subject to the requirements of the American Society of Appraisers

and the State of South Carolina relating to review by its duly authorized representatives.

As of the date of this Report, Mr. Gerald C. Hartman, P.E., BCEE, ASA has completed the

requirements of the continuing education program and testing of the American Society of

Appraisers for public utility Accredited Senior Appraisers and the State of South Carolina

Board of Professional Regulation as applicable to engineers.

For this Report, I have made a personal inspections of the property that is the subject of

this Report. Moreover, I have relied upon documentation provided by the Client, and

public sources as well. I have relied upon the findings of Deborah Haskell, CRE, FRICS, MAI

of the firm of Winthrop Real Estate Advisors for the opinion of value for the real property.

Report~Appendix A
HC ¹16021.02 A-1
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All of ttre above was relied upon I'o r this Rr port. I)xcei&I as nol&rd herein, no ocher i)erson
pr&&vided significant professional assistance to the person signing this liepurt.

I have p&rrfolal)ed previous acesignmcnts wil bin the past three j3} years e&rncenring thc l-20
vvastr:water systcru. I hav( perf'nrmed three (3) assi& nments for Uiihties, lnc. in thar past
three (3} yeats. I have not p&rrfonncd any assignmcnts hlr the pur&'baser in thc past three
I3} yea(S. I trave Pcr'tor'l'll(rr'I thre(', t3} niger assignnlcrlts fnr'ellera where Ittitttrerv InC.
lvrshed to Irrrrctras&r the utility irl the past ttuaa t'3} years, Ttr('.re havr been no sates nt thc
Subject I-2t) Waste(vat(rr Systerr: in Ltre past three (3} yea(su

I du not authorize rhe uur-ot-context quottn), from ur partial reprinting of this Appraisal
lteprrrt. Further, neither all nor part of this Report shai) 1(&r disscminateat to a third party
without prior written eonsern ut thc I'lienl and llartnlar( I.nnsult ants. Li.i;, IVetc that this
Report was prepared for a spectgc use arid no other usc is authorized.

Gerald C, fir(rtnran, I',E., t)I:EE, ASA 1)atcSouth Caro}ina P.E. 1) ] '.i389
DEFE Xu. Rt)-toOR t
ASA hire 7542

Repor,'lap(pundit,'l
Itc a 1 ooz ).A2 A-2



ELEC
TR

O
N
IC
ALLY

FILED
-2018

Septem
ber14

3:49
PM

-SC
PSC

-D
ocket#

2017-292-W
S

-Page
82

of160



ELEC
TR

O
N
IC
ALLY

FILED
-2018

Septem
ber14

3:49
PM

-SC
PSC

-D
ocket#

2017-292-W
S

-Page
83

of160
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,ioulh ( Qlollna I)nard ul I".nglneel 5 4 . &ul l ewol s

Certlttes thai,

GERALD C,HARTMAN
Is Authorized 'I o Practice

Khi"'Gt NKERI 46

REG 4 15389

Registrant's Signature
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Gerald C. Haftman, PE, BCEE, ASA

Education

M.S. Duke University, 1976

B.S. Duke University, 1975

Registrations/Certifications

Arizona No. 28939

Colorado No. 31200

Florida No. 27703

Georgia No. 17597

Illinois No. 062-053100

Indiana No. 10100292

Kentuzky No. 22463

Louisiana No. 30816

Maine No. 10395

Maryland No. 12410

Mississippi No. 12717

Nevada No. 20259

New Maxim No. 15990

New York No. 088623-1

North Carolina EIT

No. A03351

North Carolina No. 15264

Ohio No. 70152

Pennsylvania No. 38216

South Carolina 15389

Tennessee No. 105550

Virginia No. 131184

W. Virginia No. 21803

Washington No. 53433

Wisconsin 32971-6

NCEES National P.E.

No. 20481

American Society of

Appraisers Accredited Senior

Appraiser No. 7542

BCEE from American

Academy Certilicate

No. 88-10034

Professional Summary

Management Consulting/Appraisal/Expert Testimony

Mr. i-lartman is an experienced utility engineer and appraiser specializing in utilities

and systems. He is a qualified expert witness in the area of utility system valuation

and financing, facility siting, certification/service area/Franchises and
formation/creation, management and acquisition projects. Mr. Hartman is accepted
in various Federal Courts, Circuit Courts, Division of Administrative Hearings, Public

Service Commissions, arbitration, and quasi-judicial hearings conducted by cities and
counties, as a technical expert witness in the areas of utility systems (water,
wastewater, stormwater, solid waste, gas and electric), certification/service

area/franchises, facility planning, utility conveyance, transmission and distribution,

utility resources, utility treatment, engineering, permitting and regulations, utility

system design and construction, and utility systems valuation (water, wastewater,
stormwater, solid waste, gas, and electric systems), costing and damages.

Professional Experience

Machinery and Technical Specialties, ASA- Public Utilities

Public Utilities Appraisal Spedalty Certified, ASA

Tangible Personal Property — VAB, Magistrate
Orange County, FL (2009 and 2010)

Tangible Personal Property — Special Magistrate Osceola

County, FL (2011, 2012, and 2013/20 14) Hendry

County, FL (2012 and 2013/2014)

Financial Reports

Mr. Hartman has been involved in over 300 capital charge, impact fee and
installation charge studies involving water, wastewater and fire service for various
entities. He also has participated in over 150 user rate adjustment reports. Mr.

Hartman assisted in the development of over 70 revenue bond issues, 20 short-term
bank loan systems, 10 general obligation bonds, numerous grant/loan programs,
numerous capacity sale programs, and 20 privatization programs. Mr. Hartman has
been involved in over $3 billion in utility bond and commercial loan financings for
water and wastewater utility, and over $4 billion in utility grants, matching funding,
cost-sharing; SRF loans and Federal Loans (R.D., etc.), assessments and CIAC

programs.

Utility Appraisals, Valuations and Evaluations

Mr. Hartman has been involved in over 600 utility negotiations, appraisals, fairness
opinions and review appraisals, and has been a qualified expert witness by the
courts with regard to utility arbitrations and condemnation cases. He has
participated in the valuation of numerous utility systems. His experience includes:
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Skills

2017

2017

2017

Grand Tower Energy Center 1/1/2016
Turner Shoals Hydroelectric G.S.

Tymber Creek Utilities W&WW

Gerald C. Hariman, PE, BCEE, ASA i 2

~Pit t d

Buyer

Seller
ManagementConsulting

Utility System Valuation

Expert Witness Services

Rates, Fees, and Charges

Funding and Financing

Utility Cerriflrations,

Franchises, Service Areas

Economic Evaluations

CreditworthinessAnalysis

Fairness Opinions

Water/Wastewater Systems

Appraisals

Electric System Appraisals

RelevantTraining/Courses

Numerous AWRA, AWWA,

ASCE, WEF, AASE, ASA,

NSPE, PE Seminars,

Courses, Ethics, Continuing

Education (multiple smtes)

USPAP Exams 2003, 2005,

2010/10, 2015, 2017

ASA MF201, ME202,

ME203, ME204 Mach. &

Technical Specialties,

BV201 Public Utilities,

PP201.

ASA Public Utilities 5pedalty

Designation Exam Parts I,

II, and III Numerous

Technical Appraisal

Coursea/Exams in personal

property (tangible &

intangible), business

valuation, and other areas

Appraisal Review &

Management ARM 201

and 204

Average Service Life and

Effective Age Depreciation

Terminal Value Taxation/IRS

Valuation

2017
2017
2017

2017

2017

2017

2017

2017
2017

2017
2017
2017

2017

2017

2017

2017

2017
2017
2016

2016
2016

2016

2016

2016

2016

2016
2016

2016

2016
2016
2016

2016

2015
2015

2015

2015

2015

2015

2015

2015
2015

2015

2015

2j)15
2015

2015

Villa e of Thomasboro
1-20 Condemnation
IL Alton WW

IL Manteno WW

City of Farmington (W)

IL Jerseyvige W&WW

Skyline (WikWW)

CA Confidential (W) (Ongoing)
Village of Peotone W&WW Systems

Village of Tolono W&WW Systems
OTUC IRS Donation Transfer
Four (4) Illinois Villages/Cities (Consideration/Negotiations)

Sundale Utilities, IL

SC Confidential

Ojai, CA

ARM Electric (Confid.)

FHMPWS Cottage Hills, IL

Village of Fisher (W&WW

York County (Transmission), SC

Condemnation Electric (Ongoing)
Sandy Springs (Ongoing)
North and West Ormond Uftlity

Gold Coast Utility Authority (Ongoing)

Rainbow MWD, CA

Lake Adger WR & IM, NC

7 5 stems Jefferson Coun West Vir inia
Cauley Creek WRF (IRS)

Village of Sadorus — IAWC (2)

Busheg/SECO Electric

APPOA W/WW N.C (Ongoing)
Celina SA

OTUC W&WW Systems (Partial)

City of Fairbanks 8 MGD/22 MGD WRF

Village of Ransom Water System
Vulcan/Fla Rock 1/1/2011
Crystal Clear Water Company
5-Service Areas Mustang SUD 8 I Water System

Bayou Cove Peaking Power Plant 1/1/2015 TPP
Appraisal
Bayou Cove Peaking Power Plant 1/1/2014 TPP
Appraisal
Bayou Cove Peaking Power Plant 1/1/2013 ARM-TPP

Peoples Condemnation

Kessler AFB

Eastwood Manor

NUNDB Utibbes „, „
Manalapan/Hypoluxo

Royal Manor W/WW

Bu er
Seller

Buyer

Buyer

Buyer

Buyer

Seller

Seller

Village/Buyer

Owner

Owner
Buyers/Sellers

Buyer

Owner

Owner
Owner

Buyer

Village

County
Owner

City

Buyer/Seller

Buyer/Seller

District

County

Authori
Seller

Buyer/Seller

City

Buyer

Buyer

Owner

Buyer

Buyer

ACPA

Buyer

City Consultant

Parish

Parish

Parish

Owner

Private

Private

,PI1v&te..
City

City

2015 BH W
2015 ~
2015 Mt. Ve
2015 Tupelo/Verona Water

aste M~ana ement Co.

DILUD~
mon Utilities, Value Consulting

Bank
PrLvate
Prtivate

Both Cities
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Year Pro'ect
2015 Confidential Condemnation

Pa Re resented
Confidential

Affiliations
American Society of

Appraisers

American Society of Civil

Engineers

American Water Works

Association

Florida Engineering Sodety

National Sodety of

Professional Engineers

Water and Environment

Federation

2015 Rolling Oaks Utilities

2015 Village of Arthur

2015 NFP

2015 MS Water System Annex

2015 Value Consulting

2015 KWRU — Wastewater Utility

2015 New River Light & Power (Electric)

2014 Power System Value Consulting

2014 Otrus County/Duke Energy 1/1/13 TPP

2014 Minto Prop./SID W&WW&RU

2014 North Maine Utilibes Transaction Adv. F.O.

2014 3 Appraisals Review

2014 Eastlake W&WW (Condemn)
2014 Pebble Creek Utilities WILWW (Condemn)

2014 Mooresville Water (Condemn) ARM

2014 Heritage Hills W&WW (NY) to Corix

2014 Cauley Creek WRF

2013 Tega Cay Water and Wastewater
2013 Harrison, Ohio Water
2013 Water Management Services

2013 North Lee Rural Water Association Tu elo MS Partial
2013 NPUC (Cost/Comp) Wastewater
2013 Progress Energy Florida (Citrus County) TPP 1/1/12
2013 Village of Oakwood Water/Wastewater System
2013 Richmond Generation Station (Review)

2013 Peru Generation Station (Review)
2013 Dover, Delaware Electric System
2013 C-51 Reservoir
2013 C-25 Reservoir

2013 Eglin Air Force Base
2013 Duke Energy (Citrus County) TPP Electric ¹1, 2, 4, 5

2012 Beverly Hills Waste Management
2012 Town of Belleair

2012 Orchid Spdings Utilities

2012 Tymber Creek Utilities — Stock Transfer

Bank

Village

NFP

City

Confidengal/Investor
Owner

Owner

Confidential

County

District

Village

Glenview

County

County

Attorney

Owner

Owner

City

Bank

Ci

Bank

County
Village

City

City

City

Owner
Owner

Proposer
County

Owner

Town

City

Owner(s)
2012
2013

Senoia Water System
Duke Energy (Citrus County) TPP Electric ¹3

County~e ty
2012 Peoples of Balstrop — (Condemnation)

2011 Pine Island Utility System
2011 Town of Franklinton Water/Wastewater System/County

2011 Kill Devil Hills Wastewater Treatment Plant
2011 Chesapeake Electric Ublity — Marianna, Florida

2011 City of South Daytona Electric Utility

2011 On Top of the World Communities Water, Wastewater,
and Reuse System — Marion County, Florida (Bay Laurel
Center Community Development District)

2011 City of Vero Beach Water, Wastewater, and Reuse

2011 C of Vere Beach Electric Utility
2010 Fearington Utilities
2010 Rollin Oaks Water and Wastewater System,
2010 Liberty Water — Tall Timbers Wastewater (Condemn)

Owner

Owner
Both

Bank

City

City

District

City

City
Owner

Owner/Sank
Owner

2010 Her
2010 Wa

ita e Hills Water and Sewer System, NY — City
terside Villages of Curntuck Waste Water

Owner
District
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Year
2010

2010

2010

2010

2010

2010
2010

2009
2009

~pro'ect
Tindag Hammock Irrigation and Soil

Town of Indian River Shores Water and Sewer System

City of Vero Beach Water and Sewer System Assets,

City of Griffin Water System Assets, GA

nB hW r n W w r
Thunder Enterprises, Inc. Water System Assets, AL

(Condemnation)

River Forrest, S.C., Spartanburg
Stonecreek, S.C., Spartanburg
Aquarina Water and Wastewater
Cocoa Beach (electric)

~ptt ta
District

Town

City

Water Authority

Owner

Both

Both

Bank

City

2009

2008

2008

2008

2008

2008

2008

2008

2008
2008

2008

2008

2008

2008

2008

2008

2007

2007

2007

2007

2007

2007

2007
2007
2007
2007

2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006
2006

Fruitland Park (electric)

Park Water Company

Crooked Lake Sewerage Company
Vanguard Wastewater System

Traxler Enterprises

Louisiana Land and Water Company

Sandy Creek Water and Wastewater
Bayside Water and Wastewater
Fern Crest Utilities, Inc.
Turnpike Utilities, LLC — W/S North Carolina (IRS)

Nags Head, Moneray Shores, Currituck Sewer, Corollo
¹I lk ¹2
Service Management Systems, Inc.

Slash Creek Utility System

Kill Devil Hills Utility Company
Orchid Springs Utilities

City of North Miami Beach — Utilities

1-20 System South Carolina

Ocean Reef/NKLUA/Card Sound I.Q.

Marion Utilities, Sunshine Utilities and Windstream

Gulf Coast Electric Cooperative

Pine Island Currituck Sewer
Pine Island Water System

Irish Acres
Service Mana ement stems Inc.
Bulow Villa e Resort
Intercoastal Utilities

Donaldsonville Peo les Utilities Condemn
MSM Utilities Inc
BSU/Otrus Park
Jasmine Lakes and Palm Terrace
The Arbors
Oak Centre
Silver Oaks Estates
Regal Woods
Golden Glen
Willow Oaks
South Oak
Gulf State Community Bank — Utility Holdings
Rolling Green
South 40, Citrus Park and Raven Hill

Holiday Utility Company, Inc.
Loch Harbor Water & Wastewater S stem

City

City

City

City

City

Owner

County

County

Buyer
Owner

Buyer

Bank

Owner

Owner

City

Owner

Owner

County

County

Owner

Owner

Coun
C.B. Ellis

Coun
Owner

Owner
Owner
Owner

City
Coun
Coun
County
County
County
County
County

Bank
County
County

Bank
Owner
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Year
2005

2005

2005

2005

2005

2005

2005

2005

2005
2005

2005
2005

2005

2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004

Lake Wales Utility Company

Pennichuck Water Company

K.W. Resort Utilities, Inc.

Water Management Services, Inc.

Town and Country Utility Co.

Village of Royal Palm Beach, Palm Beach Co.

Orange/Osceola/Lake/Seminole Counties

Utilities, Inc. (Partial) (Condemnation)

Villa e of Ro al Palm Beach
Bald Head Island Utilities, Inc.

Broward Coun
Burkim Enterprises, Inc. (Condemnation)

Lyman Utilities, Inc. Harrison County, MS

Condemnation
Quail Meadow Utility Company
Silver 5 rings Shores R ional
Matanzas Shores
El Dorado Utilities, NM (condemnation)
CDF to Ci of Tu lo, MS

Pesotum, Illinois — IAWC

Philo Illinois — AIWC
Central Flodida

5kyview
Polk Utilities
St. Iohns Services Com an
Intercoastal Utilities Company
Stonecrest Utilities
Meredith Manor
Lake Harriet Estates
Lake Brantley
Fern Park
Druid Hills
Dol Ray Manor
Apple Valley
Kin swa Utili Area IRS
Lake Suzy Utilities (water portion)
Sanibel Bayous Wastewater Corporation

Gerald C. Hariman, PE, BCEE, ASA

~Pt! t d

Bank

City

Owner

Owner

Buyer

Village

Confidential

Owner

Villa e
Village

Confidential
Owner

Owner

County
County
County
Owner

CDF

Village
Villa e

Confidential
City
NFP

Coun
County
Coun
County
Coun
County
Coun
Coun
County
County

Both
County

City
2004
2004
2003
2003
2003
2003
2003
2003
2003
2003
2003
2003
2003
2003
2003
2003

Ocean City Utilities
People's Water of Donaldsonville, LA (Condemnation)
Harmony Homes
Florida Central Commerce Park
Chuluota
District 3C (Miramar pe*ion)
Lincoln Utilities/Indiana Water Service (UI)
Gibsonia Estates
Lake Gibson Estates
3ungle Den Utilities
Holiday Haven Utilities
Salt Springs
Smyrna Villas

South Forty
Citrus Park

5 ruce Creek South

FCURIA/County
Owner
County
County
County

City
Owner

Ci

City
Association
Association

County
County
County
County
Coun

2003
2003
2003
2003
2003
2003

Spruce Creek
Spruce Creek Country Club Estates
Longwood Franchise (electric)
Casselberry Franchise (electric)
Apopka Franchise (electric)
Winter Park Acquisition (electric)

County
County

City
City
City

City
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2003
2003
2003

2003

2003

2003

2003

2003

2003

2003
2003

2003

2003
2002
2002
2002
2002
2002
2002

Stonecrest/Steeplechase
Marion Oaks
Kingswood Utilities

Oakwood Utikties

Sunny Hills Utilities

Interlachen Lake/Park Manor

Tomoka/Twin Rivers

Beacon Hills

Lake A)ay Estates
Pine Rid e Estates
Tropical Park

Windsong
Buenaventura Lakes
Lelani Heights Utilities
Fisherman Haven Utilities

Fox Run Utilities, Inc.
Ponce Inlet
Amelia Island Utilities
Florida Public Utilities Condemnation

Pa Re resented
County
County
County

County

Confidential

Confidential

Confidential

Bu er

City

Ci

City

City

City
County
County
County

City

City

2002
2002
2002
2002
2002
2002
2002
2002
2002
2002
2002
2002
2001-
2002
2001
2001
2001
2001
2001
2001
2001
2001
2001
2001
2001
2001
2001
2001
2001
2000
2000
2000
2000
2000
2000
2000

Aquasource — LSU

Park Place Litility Company, GA

Kingsway Utility System
Penrichuck Water Company NH

Pasco County — 2 Systems
Marion Consolidation — 10 systems
Sugarmill (Condemnation)
Deltona (Condemnation)
Palm Coast
Bald Head Island Utilities, NC
White's Creek — tlncofnshire, SC (Condemnation)
Bluebird Utilities, Tupelo, MS

Due Diligence — 260 systems (VA, NC, SC)

Shad Oaks
Davie/Sunrise
Lindale Utilities

Aquarina
Intercoastal Utilities
Beverly Beach
Citrus Coun Utili Consolidation Plan numerous
Pasco Coun Utik Ac uisition Plan numerous
Skylake Utilities
Town of Lauderdale-By-The-Sea
Iohn Knox Villa e
Silver Springs Regional
DeSoto Countywide FWSC Franchise and Assets
Zellwood Station Co-Op
Palm Cay
The Great Outdoors
Destin Water Users
Pine Run
Oak Run
Dundee Wastewater (partial)
Polk City Water
A.P. Utilities 2 stems

County
Owner

Owner/County

County
County

UCCNSB

Owner
FCURIA

Village
Owner

NFP

Buyer

Coun
City

County
Owner
County

City
Coun
Coun

City
Town
Ci

County
County
Co-Op
County
Owner

City

County
County

City

City
County

2000
2000
2000

CGD Utilities

Boynton Beach (partial
Aqua-Lake Gibson Utilities

Bank
Ci

City
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Year ~Pro ect
2000 Bartelt Enterprises, Ltd. (2 systems)

Gerald C. Hariman, PE, BCEE, ASA 7~Plt I d
Owner

2000 49'Ner Water System, Tucson, AZ (Condemnation)
2000 Stock Island Wastewater and Reuse System
1999 Osceola Power Station (Electric)
1999 Okeelanta Power Station (Electric)
1999 Del Webb (3 systems)
1999 Destin Water Users Co-Op
1999 08 S Water Company
1999 Rolling Springs Water Company
1999 ORCA Water & Solid Waste
1999 Marianna Shores Water and Wastewater
1999 Mount Olive Utilities
1999 AP Utilities (3 systems)
1999 Tangerine Water Association
1999 Laniger Enterprises Water Er Wastewater
1999 IRI golf Water System, AZ (Condemnation)
1999 South Lake Utilities
1999 Garlits to Marion County
1999 Rampart Utilities
1999 Dobo S em Hanover Coun NC
1999 Polk Ci /Ci of Lakeland
1999 St. Lucie West CDD

1998 Golf and Lake Estates
1998 Sanibel Ba ous E P C

1998 Tega Cay Utility Company, SC

1998 MarlboroMeadows MD Condemnation
1998 Sugarmill Water and Wastewater/Volusia County

Condemnation
1998 SunStates Utilities Inc
1998 Town of Hope Mills/FPWC, NC

1998 River Hills SC
1998 Town of Palm Beach
1998 K.W. Utilities, Inc
1 98 Oran e Grov Utili om an MS Condemnation ¹2
1998 Garden Grove Water Company
1998 Sanlando Utilities, Inc.
1997 Golden Ocala Water and Wastewater System
1997 Holiday Heights, Daetwyller Shores, Conway,

1997 University Shores
1997 Sunshine Utilities
1997 Bradfield Farms Utility, NC

1997 Palmetto Utility Corporation
1997 A.P. Utihties
1997 Village of Royal Palm Beach — City of WPB
1997 Iasmine Lake Utilities Corporation
1997 Arizona (confidential)
1997 Village Water Ltd., FL

1997 N.C. System — CMUD (3 systems)
1997 Courtyards of Broward
1997 Miami Springs
1997 Widefield Homes Water Company, CO (IRS)
1997 Peo les Water S stem
1997 Quail Meadows, GA

1997 Rolling Green, GA

1996 Keystone Heights
1996 Buchannan
1996 Keystone Club Estates
1996 Lakeview Villas

1996 Geneva Lakes
1996 Postmaster Village
1996 Landen Sewer System, CMUD, NC

Owner
Owner
Owner
Owner
County

City
City

County
Authority

City

City
County

City

Bank
Investor

Ci

Coun
County
Coun

Lakeland
City
City

Ci

City
Owner

UCCNSB

Owner
Town

Coun
Town
Buyer
Owner

City
County
County
County

County
County
Owner
Owner
Coun
Village
Lender
Owner
Owner
Owner

City
City

Company
ECUA

County
County

City
Owner

City
City

City

Ci

Company
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Year
1996

1996

1996

1996

1996
1996
1996
1996
1996
1996

1996
1996
1995
1995

1995
1995
1995
1995
1995
1995
1995
1995
1995
1995

1994
1994

1994
1994
1994
1994
1994
1994
1994
1994
1993
1993
1993
1993
1993

1993

1993

1993
1993
1992
1992

1992

1992
1992
1992
1992

1992
1992
1992
1992
1992

~Pro'ect

Citizens Utilities, AZ — Bullhead City

Widefield Water and Sanitation, CO

Consolidation Program Game Plan

Marion Oaks

Marco Shores
Marco Island
Ca u a Water S stem GA

Glendale Water System, GA

Lehi h Acres Water and Wastewater GA

Lindrick Services Company
Carolina Blythe Utility, NC

Ocean Reef R.O. WTPs
Sanibel Ba ous
Rotunda West Utilities

Sunshine State Parkway
Oran e Grove Utilides, Inc., Gulf rt, MS

Geor ia Utilities Peachtree GA Condemnation
Beacon Hills Utilities
Woodmere Utilities
Springhill Utilities
Okeechobee Utili Authori
Okeechobee Beach Water Association
Ci of Okeechobee
Mad Hatter Utilities, Inc.

Eastern Regional Water Treatment Plant
GDU — Port St. Lucie Water and Wastewater
(Franchise/Condemnation)
St. Lucie County Utilities

Marco Island/Marco Shores
Heater of Seabrook SC Condemnation
Placid Lake Utilities, Inc.
Ocean Reef Club Solid Waste 5 stem
Ocean Reef Club Wastewater S stem
South Bay Utilities, Inc.
Kensington Park Utilities, Inc.
River Park Water System
Ta lor Woodrow Sarasota Cn Condemnation
Atlantic Utilities, Sarasota Cnty (Condemnation)
Alafaya Utilities, Inc.
Anden Group Wastewater System, PA

West Charlotte Utilities, Inc.

Rolling Oaks (SW)
Sanlando Utilities Inc.
Venice Gardens Utilities
Myakka Utilities, Inc.

Kingsley Service Company

RUD¹1 (4 systems review)

Mid Cia Utilities Inc
Clay Utilities, Inc.
Fox Run Utility System
Uddo Landfill (SW) (Condemnation)

Martin Downs Utilities Inc.
Lesani Heights
River Park Water and Sewer
Central Florida Research Park
Rolling Oaks Utility

PrtrtpR I f
City

District

County

County

Company
Company
Authori
Authority
Autho

'ompany

City
NKLUA

Ci

Investor

Company
Company

Ci

Company
Company
Company

OUA
OUA

OUA
Company

Owner
City

City

Sun Bank
Company
Company

ORCA
ORCA

Company
Company

SSU/Allete
Ta lor Woodrow

Company
Bank

Company

District

Owner
Investor
Com n

County

Meadowoods/
Kensington Park

County
County
County
Owner

Coun
County

SSU/Allete
Bank of America

Investor
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Year
1992

1992

1992

1992
1991
1991
1991
1991

Pro ect
City of Palm Bay Utilities

North Port — GDU Water and Sewer
Franchise/Condemnation

Palm Bay — GDU Water and Sewer
(Franchise/Condemnation)
Sebastian — GDU Water and Sewer
Sanibel — Sanibel Sewer S em Ltd.
St. Au ustine Shores, St. 3ohns Coun
Remin on Forest St. 3ohns Coun
Palm Valley, St. 3ohns County

Pa Re resented
PBUC

City

City

Ci

Ci

SSU/Allete
SSU/Allete
SSU/Allete

1991
1991
1991
1991
1991
1991
1991
1991
1991

1990
1990
1990
1990
1990
1990
1990
1990
1990
1990
1989
1989
1989
1989
1989
1989
1989
1989
1989
1988
1988

1988

1988

1988
1988

1987

1987
1987
1987

1987

1987

1987

Federal Bankrupt — Lehigh Acres
Meadowoods Utilities Re ional Utili District 41
Kensington Park Utilities, Re . Utility District CI
Industrial Park, Orange City
Count Villa e, Orange City
3ohn Know Village, Orange City

land O'Lakes, Orange City

Sanibel — Sanibel Sewer System, Ltd.

Hershel Heights, Hillsborough County
Orange-Osceola Utilities, Osceola County
Morningside East and West, Osceola County
Magnolia Valley Services, Inc., New Port Richey

West Lakeland Industrial, City of Lakeland

Highlands County landfill (Condemnation)
Venice Gardens Utilities, Sarasota County
South Hutchinson Services, St. Lucie County
Indian River Utilities, Inc.
Coraci Landfill (SW) (Condemnation)
Terra Mar Utility Company
Seminole Utility Company, Winter Springs
North Hutchinson Svcs., Inc., St. Lucie County
Sugarmig Utility Company (Condemnation)
Ocean Reef Club, Inc., ORCA

Prima Vista Utility Company, City of Ocoee
Deltona Utilities, Volusia County
Poinciana Utilities, Inc., 3ack Parker Corporation
Iulington Creek
Silver Springs Shores
Twin County Utilities

Burnt Store Utilities

Deep Creek Utilities

North Beach Water Co., Indian River County
Bent Pine Utility Company, Indian River County
Country Club Village, SSU

Sugarmill Utility Co., Florida Land Corporation
N. Orlando Water & Sewer Co., Winter Springs
Osceola Services Company, FCS (nfp)
Orange City Water Company, Orange City

West Volusia Utility Company, Orange City

Seaccrast Utilities, Inc., Florida Land Corporation

Utilities Commission, City of New Smyrna Beach
(partial SA/Assets) (Electric) — FPL

To ka/Agete
Investor
Investor

City
City
City

City

City
SSU/Allete

County
County

City

City

Owner
SSU/Agate

SHS

City
Owner

City

Topeka/Allete
NHS

UCCNSB

Company
PVUC

SSU

3PC

Investor
Bank

Company
Company
Company

NBWC

BPUC

CCV

FLC

NOWSCO

OSC
City

City

FLC

Commission

and numerous other utility valuations in the 1976-1987 period.
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Utility Management Consulting

Mr. I-lartman has been involved in utility transfers from public, not-for-profit, district,
investor-owned, and other entities to cities, counties, not-for-profit corporations,

districts, and private investors. He has been involved in staffing, budget preparation,
asset classification, form and standards preparation, utility policies and procedures
manuals/training, customer development programs, standard customer agreements,
capacity sales, and other programs. Mr. Hartman has been involved in over 100

interlocal agreements with respect to service area, capacity, service, emergency
interconnects, back-up or other interconnects, rates, charges, service conditions,

ownership, bonding and other matters.

Additionally, Mr. Hartman has assisted in the formation of newly certificated utilities,

newly created utility departments for cities and counties, new regional water supply
authodities, new district utilities, and other utility formations. Mr. Hartman has assisted in

utility reserve areas for the Cities of Haines City, Sanibel, Lakeland, St. Cloud, Winter

Haven, Bartow, Palm Bay, Orange City, and many others. He has participated in the
certiTication of many utilities such as ECFS, Malabar Woods, BlkC Water Resources, Inc.,
Farmton Water Resources, Inc. and many others; and certification disputes such as
Windstream, Intercoastal Dulay Utilities, FWSC/ITT, and others and served as service

area certification staff of the regulatory for St. Johns County; i.e., Intercoastal, etcd as
service area transfer/certification staff of the regulatory for Flagier County; i.e., Palm

Coast to FWSC. He has served as a local County regulatory staff professional in Collier,

Citrus, Hemando, Flagler and St. johns Counties, as well as elsewhere. Mr. Hartman also

provided technical assistance to many utility service area agreements such as Winter
Haven/Lake Wales/Haines City, etc. and North Miami Beach — MDWASD and others. For

over 30 years, Mr. Hartman has been a professional assisting in the resolution of utility

issues.

Utility Finance, Rates, Fees and Charges

Mr. Hartman has been involved in hundreds of capital charge, impact fee, and
installation charge studies involving water, wastewater, stormwater, solid waste, gas and
electric service for various entities and at the rate regulatory commissions. He also has
participated in hundreds of user rate adjustment reports. Since 1976, Mr. Hartman

assisted in the development of over 50 revenue bond issues, 20 short-term bank loan

systems, 2 general obligation bonds, 26 grant/loan programs, 10 capacity sale

programs, and 20 privatization programs. He has been involved in over hundreds of

utility acquisition/utility appraisals for acquisition, and is a qualified expert witness with

regard to utility rates and charges, and utility negotiation, arbitration and condemnation
cases. A few of his rate, charge and bond projects include:

+ City of Polk City, 2014/2015

+ Bay County Revenue Bond Issue Series 2015

+ City of Fort Meade Wastewater Study, 2015

+ City of Fellsmere Stormwater, 2015

+ City of Pleasant Prairie — WPSC, 2014

+ City of Tega Cay SCPSC, 2013/2014

+ NPUC Cert. Expansion — FPSC, 2015
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+ Oakwood — ICC, 2014

+ Village of Bald Head Island — NCPUC, 2010

+ City of Polk City, 2014/2015

+ City of Dunnellon Rate Surcharge Case, 2014

+ City of Dunnellon Impact Fee Case, 2013

+ City of Fernandina Beach, Impact Fee Case and Bond Issue City of
Fernandina Beach, Revenue Bond Issue, 2013

+ City of North Miami Beach Water and Wastewater Rate, Fee and Charge
Study, 2013

+ City of North Miami Beach $65 Million Water Revenue Bond Issue, 2012

+ DeKalb County Revenue Bond Issue $373 Million Services, 2011

+ Polk City Services 2010 - $ 10 Million Revenue Bond Issue

+ Bay Laurel Services 2011 — $46 Million Revenue Bond Issue

+ Bay County Water Rate, Charge and Fee Study, Wholesale and
Retail, 2013

+ Bay County Wastewater Rate, Charge and Fee Study, AWI and
Retail, 2013

+ Bucks County — City of Philadelphia Wholesale Utility Services
Analysis, 2011

+ Timber Creek FPSC Utility Rates and Charges, 2011 and 2012

+ Polk City Water and Wastewater Rate, Fee and Charge Study, 2010

+ Lake Worth Wholesale Charges Analysis for 7 entities, 2012

+ THISCD Water and Wastewater Rate, Fee and Charge Study, 2012

+ City of Ft. Meade Water and Wastewater Rate, Fee and Charge Study, 2013

+ City of Ft. Meade Stormwater Rate Study, 2012

+ City of Ft. Myers Beach Water/Wastewater Rate, Fee and Charge
Study, 2013

+ Dunnegon Rate and Surcharge Review, 2012/2013

+ Bay Laurel Center Community Development District — Water,
Wastewater and Reclaimed Water Rate Study, Line Charge Study, and
Miscellaneous Charge Study, 2010

+ Skyland Utilities, LLC — FPSC, 2009

+ Bluefield Utilities, LLC — FPSC, 2009

+ Grove Land Utilities, LLC — FPSC, 2009

+ Tindall Hammock Irrigation and Soil Conservation District — Water
and Wastewater Rate and Charge Study, 2008

+ Bay County — Wholesale Rate Study and Impact Fee Study — 2007

+ Flagler County — Impact Fee Analysis, 2005
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+ Flagler County — Base Facility Charge Analysis, 2005

+ Marion County — Silver Springs Regional — Water/Wastewater Revenue
Sufficiency, 2004

+ Beverly Beach — Water and Wastewater System, 2004

+ Village of Bald Head Island — Water and Wastewater Rate

Sufficiency, 2004 - NCPUC

+ Farmton Water Resources, Inc. — FPSC, 2004

+ 88rW Water Resources, Inc. — FPSC, 2004

+ Marion County — Stonecrest, Marion Oaks, Spruce Creek, Salt Springs

+ Lincoln Utilities/UI — IURC, 2003

+ South Forty, Smyral Villas — Rate Integration/Phasing Program, 2003

+ City of North Miami Beach — Water and Wastewater Adjustment, 2003

+ City of Fernandina Beach — Water and Wastewater Rate Study, 2002

+ St. Johns County — St. Johns Water Co. Rates, 2003

+ St. Johns County — Intercoastal Rates, 2001

+ Nashua, NH — Pennichuck Water Co., 2002

+ City of Deltona — Water and Wastewater, 2002

+ Town of Lauderdale By-The-Sea, 2001

+ FCURA — Palm Coast Rates, Certification, 2000

+ Marion County — Pine Run, Oak Run, A.P. Utilities—

Rate Integration, 2000

+ City of North Miami Beach — Revenue Sufficiency Analysis, 2000

+ North Key Largo Utility Authority, 2000

+ Port St. Lucie — St. Lucie West — CDD, 1999

+ Hanover County — Water and Wastewater, 1999

+ UCCNSB/Sugarmill, 1999

+ Town of Hope Mills, 1998

+ Town of Palm Beach, 1998

+ City of Winter Haven, 1998

+ Palmetto Resources, Inc. — Raw Water, Reuse, Water, and
Wastewater, 1997 FPSC

+ City of Miami Springs — Analysis, 1997

+ Widefield — Water and Wastewater, 1997

+ Bullhead City — Citizen, 1997 - ACC
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+ Bullhead City — Wastewater, 1996

+ Marion County, 1996

+ Utilities Commission, City of New Smyrna Beach — Water/Wastewater
Rate Study, 1995

+ Okeechobee Utility Authority - Rate and Charge Study, 1995

+ Southern States - Statewide Rate Case, 1995

+ Lee County — Rates and Charges, 1995

+ Venice - Reuse Rate Study, 1994

+ Utilities Commission, City of New Smyrna Beach — Capital Charge

Study, 1996

+ Port St. Lucie - Water, Gas and Wastewater Rates, 1994

+ Port St. Lucie- Capital Charge Study, 1995

+ Bullhead City - Assessment Study, 1996

+ Englewood - Assessment Study, 1996

+ Sanibel - Capacity Sale Study, 1995

+ City of New Port Richey - Rate and Charge Study, 1995

+ Acme Improv. District, Wellington, Florida - Water/Wastewater
Studies, 1994

+ Charlotte County, Florida - Water/Wastewater Studies; Rotunda West
Rate Case, 1993

+ Clay County, Florida - Water/Wastewater Studies, 1992

+ City of Deerfield Beach, Florida — Water/Wastewater Studies, 1992

+ City of Dunedin, Florida - Water/Wastewater Studies, 1991

+ Englewood Water District, Florida - Water/Wastewater Studies, 1993

+ City of Green Cove Springs, Florida - Water/Wastewater Studies, 1991

+ Hernando County, Florida — Water/Wastewater Studies, 1992

+ City of Lakeland, Florida — Water Studies, 1976-89

+ Martin County, Florida - Water/Wastewater Studies, 1993

+ City of Naples, Florida - Water/Wastewater and Solid Waste

Studies, 1992/94

+ City of New Port Richey, Florida - Water/Wastewater Studies, 1994

+ City of North Port, Florida - Water/Wastewater Studies, 1992

+ City of Orange City, Florida — Water/Wastewater Studies, 1985-94

+ Oty of Palm Bay, Florida — Water/Wastewater Studies, 1985-94

+ City of Panama City Beach, Florida - Water/Wastewater Studies, 1993
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+ City of Sanibel, Rorida - Water and Reuse Studies, 1988-94

+ Southern States Utilities Inc., Florida - Water/Wastewater
Studies and Statewide Rate Cases, 1991/93, FPSC

+ City of Tamarac, Florida — Water/Wastewater Studies, 1993

+ Utilities Comniission, City of New Smyrna Beach, Florida - Water/Wastewater
and Reuse Studies, 1992/94

+ Volusia County, Florida - Solid Waste Studies, 1989

+ City of West Palm Beach, Florida - Water/Wastewater/Reuse
Studies, 1993/94

+ City of Sebastian, Florida - Water/Wastewater Studies, 1993

+ City of Tarpon Springs, Florida - Water/Wastewater Studies, 1994

+ City of Miami Springs, Florida - Water/Wastewater/Solid Waste
Studies, 1994

+ City of Edgewater, Florida - Water/Wastewater/Solid Waste Studies, 1987-90

+ City of Venice, Florida — Reuse Studies, 1994

+ City of Port St. I.ude - Water/Wastewater Studies, 1994

+ Ocean Reef Club, Monroe County, Florida - Wastewater Studies, 1994

+ Placid lakes Utilities Inc., Florida - Water/Wastewater Studies, 1994

+ Old Overtown-Liberty Park, Birmingham, Alabama - Wastewater
Studies, 1994

+ Bullhead City, Arizona - Wastewater Studies, 1994

+ Lehigh Utilities Inc., Lee County, Florida - Florida Public Service
Commimion Rate Cases for Water, Wastewater and Reuse, 1993

+ Marco Island and Marco Shores Uhlities Inc., Collier County, Florida — 1993-
FPSC

+ Florida Public Service Commission Rate Cases for Water, Wastewater and
Reuse, 1993

+ Venice Gardens Utilities Inc., Sarasota County, Florida — Rate Cases for
Water, Wastewater and Reuse, 1989/91/93

+ Mid-Clay and Clay Utilities Inc., Clay County, Florida - Water/Wastewater
Studies, 1993
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Several expert witness assignments including Palm Bay vs. Melbourne; Tequesta vs.

3upiter; Town of Palm Beach vs. City of West Palm Beach; City of Sunrise vs. Davie;

Kissimmee vs. Complete Interiors; and others.

Economic Evaluations/Credit Worthiness Analyses

Credit Worthiness Analysis for Drinking Water State Revolving Fund (1999)
Florida Department of Environmental Regulation

credit Rating Reviews (1980-2000) — for numerous investor-owned utilities; many city-
owned utilities (Winter Haven, Port St. Lucie, Miramar, Tamarac, Palm Bay, North Port,
etc.); many county-owned utilities; several not-for-profit utilities; and utility authorities
(OUA, QLc.)

Financial Feasibility and Engineer's Revenue Bond Reports (1980-2000) — for over $2
billion of water and/or wastewater bonds for some fifty (50) entities in the Southeast
United States including Clay, Lee, Hemando, Martin, and other counties; Lakeland, West
Palm Beach, Miramar, Tamarac, Panama City Beach, Winter Haven, Naples, North Port,
Palm Bay, Port St. Lucie, New Port Richey, Clermont, Orange City, Deerfield Beach,
Sanibel, City of Peachtree City, Widefield, and many other cities; Lee County Industrial
Development Authority, Englewood Water District, and other uglibes.

Privatization Procurement and Analysis for many water and wastewater systems

including Sanibel, Town of Palm Beach, Temple Terrace, Palm Bay, Widefield, Bullhead

City and sever others.

Service Areas and Negotiations

Mr. Hartman has participated in over thirty-five (35) service area formations, Chapter 25

F.S. certifications, Chapter 180.02 reserve areas, authority creations, and interlocal service

area agreements including Lakeland, Haines City, Bartow, Wmter Haven, Sanibel, St.

Cloud, Palm Bay, SBWA, ECFS, MWUC, Edgewater, Orange City, UCCNSB, Port St. Lucie,

Martin County, OUA, NKLUA, DDUA, and many others. Mr. Hartman has been a primary

negotiator for interlocal service agreements regarding capacity, joint-use, bulk service,

retail service, contract operations and many others for entities such as the Town of Palm

Beach, Miramar, Lauderdale-By- The-sea, North Miami Beach, Collier County, Marion

County, St. 3ohns County, 3EA and many others.

Expert Testimony

Mr. Hartman has been accepted in various Circuit Courts, Florida Division of Administrative

Hearings, Floffida Public Service Commission, arbitration, and quasi- judicial hearings

conducted by cities and counties, as a technical expert witness in the areas of electric

systems, solid waste systems, stormwater systems, gas systems, wastewater systems

and/or biosolids facilities, water supply, facility planning, water resources, water treatment,
water quality engineering, water system design and construction, wastewater collection,

wastewater transmission, wastewater treatment, effluent/reclaimed water use, sludge

processing and disposal, costing, damages, rates/charges, service and service areas, and

utility systems valuation and utility systems valuation. Recently, Mr. Hartman has been an

expert witness on utility condemnation, utility arbitration, water rates and use permitting

DOAH case, utility rate setting DOAH case, service area and utility service civil case, City of

Atlanta Water Treatment Plant Construdion, City of Milwaukee Cryptosporidium, 3upiter vs.

Tequesta Water Contract Services, Winter Park electric, Okeelanta/Osceola Power Plants,

UCCNSB and many other condemnation cases. Mr. Hartman has been an expert witness in

permitting and regulatory cases.
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Mr. Hartman has given oral testimony on some 200 occasions over the past 38 years.
He has assisted in the resolution of a similar number of matters without formal

testimony.

Publications / Presentations

Papers/Presentations (Since 1994)

2016 "What Special Masters are Looking For"

By Gerald C. Hartman and Dr. L. Golicz, December 10, 2015
FC — IAAO — TPP Conference

2015

2015

2014

"Perspectives for Utility Sales — (City/Co./Auth./NFP/CDD)"
By Gerald C. Hartman, August 26, 2015
Philadelphia, PA - Business Seminar

"Water Privatization and the Systems Viability Act Legislation"
Gerald C. Hartman, et al., 102w
Illinois Municipal League Annual Conference
September 18, 2015

Hartman, G.C. and Hollis, Tara L. "Financial Forces Impacting Small Utility

Systems." 2014 Indiana Section AWWA Conference, February 2014.

2014

2013

Hartman, G.C. and T.L Hollis "Utility Optimization and Ownership
Considerations", Indiana Section AWWA February 12-13, 2014.

Hartman, G.C, "Stormwater Reuse/Water Harvesting", Fl. Water fk

Environment Association, )anuary 24, 2013.

2012 Hartman G.C., T.L. Hollis "Optimization of Utility Performance", Florida-

CFOA.

2008

2007

2005

2004

2003

2003

2003

2003

Hartman, G,C., Hollis, Tara L. and Isaacs, Tony W. "Discussion of Outside

City Utility Rate Surcharge." Special Meeting — Various Municipality Leaders

in State of Florida (Hosted by the City of North Miami Beach and the City of
North Miami). October 28, 2008.

Hartman, G.C. and Wanielista, M. P. "Stormwater Reuse: The Utility

Business Practice." 9th Biennial Conference on Stormwater Research fk

Watershed Management. May 2, 2007.

Wanielista, Marty and G.C. Hartman, "Regional Stormwater Facilities",

Stormwater Management for Highways Transportation Research Board TRB

AF860, )uly 12, 2005.

Hartman, G.C., D. Cooper, N. Eckloff and R. Anderson, "Water," The Bond

Buyer's Sixth Southeast Public Finance Conference, February 23, 2004.

Hartman, G.C., "Utility Valuation," Wake Forest University Law School Seminar
Series, February 6-8, 2003.

HaKman, G.C., H.E. Schmidt, )r. and M.S. Davis, "Biosolids Application in

Rural Desoto County, Florida," WEF/AWWA/CWEA )oint Residuals and
Biosolids Management Conference, February 19-22,2003.

Hartrnan, G.C. and Dr. M. Wanielista, "Irrigation Quahty Water — Examples
and Design Considerations," ASCE Conference, April 4, 2003.

Hartman, G.C., M.A. Rynning and V. Hargray, "Assessing the Water

Demands of Commercial Customer," WEF Volume 6, No. 4, )uly/August
2003 — Utility Executive.
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2002

2000

Hartman, G.C., M. Sloan, N.3. Gassman, and D.M. Lee, "Developing a

Framework to Balance Needs for Consumptive Use and Natural Systems with

Water Resources Availability," WEF Watershed 2002 Specialty Conference,
February 23-27, 2002.

Hartman, G.C., M Ju Rynning, and V. Hargray, "Assessment of
Commercial Customer Water Impacts," AWWA 2000.

1999 Hartman, G.C. contributing author, Chapter 148, Nichols on Eminent
Domain, RCNLD Valuation of Public Utilities, March 1999 Edition, Release
No. 48.

1998 Hartman, G.C., "In-House, Outsourcing and the Not-for-Profit Utilities

Option," Florida Government Finance Officers Association (FGFOA)

Conference, March 27, 1998.

1998

1998

1997

1997

Hartman, G.C. and D.P. Dufresne, "Understanding Groundwater Mounds
— A Key to Successful Design, Operation and Maintenance of Rapid

Infiltration Basins," April 4-7, 1998, FWWA/WET/FPCOA Joint Meeting.

Hartman, G.C. and Seth Lehman, "Financing Water Utilities — Acquisition and
Privatization Projects, AWWA Annual Conference, 3une 24, 1998.

Hartman, G.C., Seth Lehman, "Financing Utility Acquisitions,

AWWA/WEF 3oint Management Conference, February 1997.

Ha*man, G.C., B.V. Breedlove, "Water: Where It Comes From and
Where It Goes," FRT 8 G/FDEP Conference, September 1997.

1997

1997

1996

1996

1995

1995

1994

Hartman, G.C., W.D. Wagner, T.A. Cloud, and R.C. Copeland,
"Outsourcing Programs in Seminole County," AWWA/WEF/FPCOA

Conference, November 1997.

Hartman, G.C., M.B. Alvarez, 3.R. Voorhees, and G.L. Basham, "Using Color as
an Indicator to Comply with the Proposed D/DBP Rule," AWWA, Water Quality

Technology Conference, November 1997.

Hartman, G.C., M.A. Rynning, and R.A. Terrero, "5-Year Reserve

Capacity — Can Customers Afford the Cost?" FSASCE Annual Meeting,
1996.

Hartman, G.C., T.A. Cloud, and M.B. Alvarez, "Innovations in Water and
Wastewater Technology," Florida Quality Cities, August 1996.

Hartman, G.C. and R.C. Copeland, "Utilily Acquisitions — Practices,
Piffalls and Management," AWWA Annual Conference, 1995.

Hartman, G.C., "Safe Drinking Water Act, and "Stormwater Utilities," FLC

Annual Meeting, 1995.

Hartman, G.C. and RJ. Ori, "Water and Wastewater Utility Acquisition,"

AWWA National Management Specialty Conference, 1994.

Books

Hartman, G C., I/fili?yiifanagementandFinance, (presently under contractual
preparation with Lewis Publishing Company/CRC Prem).

Vesilind, P.A., Hartman, G.C., Skene, E.T., Sludge /Vanagemenf end Disposal
for f/re Precffcing Engineer, Lewis Publishers, Incc Chelsea, Michigan; 1986,

1988, 1991
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I 20 iqpnr~ Pe~it Status Summa~

('ar«lina Wat&'.r Service. Inc. dischargv» fr«m iti 1-20 S)item into the Lovvcr Saluda River

pursuant to an expired NPD!.'S Permit tbr whid& ('W'N had timely sought reissuance and
therefore ren&uini in ellixL ()n nu&nerous occasions bctwccn 1999 and 201 3, ('VS attenlptcd.
without st&ccesi. t«e«n«eet its 1-20 System to a rq!ional linc operated hy the 'I'own of I~&:ington
('I'«wn). 'Ihe 'I'own's rcgi&mal linc transports wastewater I« the( ity «f( ayce (('aycci for
treatment at the('nice WO I'P tl&at dischar ii into the ('ongarec River, In 2013, the ( «ngaree
kivcrt coper. Inc. KR K ) served;& 60 duy n«tice «n ('WS ur&der the I'edcral ('lean 'Water Act
!brea!coin&! a citi&m& s suit tn I'cdcral court to pcnaliac (.'WS li&r Ihiling to vmmect to tire Towm's

n: iona) linc. After the Town reR&red in 20)4 t«all«w ('WS to convect under a wholesale
service agreement, aud ar& unsucc&awful attempt by CO&S to gct the T«wn t«maLe an «)Ter to

purchase thc 1-20 'System {and the (''N Wat&vy:&te System which the 'I owtt demanded bc sokl ai
;& c&mditi«n &&f u purchase ut'te 1-20 Iiystcm). (.'Rl( brought i!i acti«n in January 2015.

('WS had for s&evcrai yes attcmptcd to have its 1-20 NPDI:.S p&mnit renewed by I)l ill(:
w&thru&l succ&.ii, I'«II«v&hu! the 1 «wn s tef&&.'&al to connect nr offer to purchase the 1-20 System
and thc initiation of the (."Rk citiriv& suit. on July 16, 2015. DI II:( gare public notice of its
intent t«renew tl&e permit. &i'hich would require that CWS upgrade the I-?0 WO&TP to meet
stricter discharge limiti. Dill:.('ssu&a) u Ii&et sheet at tl&e iamc time, which noted that it had n«
auth«nty to require that I osva allow a connrction. On Angus% "6&. 2016&, Dill!('eld a public
hearing ut «hirh e)ectnl «IIieiats and citiaeni appeared in opposition to the renewal, At least
live state legisLators gave statements at this hearing in which Dill'.('as threaten&iJ with
Ieg&sl &t&ve '&ethn& il'it n «owed Vw 1-20 ql'l)IIS permit. ()n Scptembcr 4. 2015, Dill'.(" i&as«ed a
notice ot intent to Jcny renewal «I'thii per&nit and «n Auguit I. 2016. issued ad@nial of
reitciua&tee «f thc I 20 Nl'Dl;S Permit (Denial). 1&ol)owing an unsucu»it'u) requeit t«have thc
lkerd of Iltndth «nd I'.nvironmeota'I ('&n&tr«l reiiew tire DeniaL ('WS instituted a contested ta&ise

pr«cecding in thc '.1.(.'. Administrative I tw (."nurt { Al,(.') challenging the Denial. 'I'hut

prr&cceding hrci eIT&~;tively h&&en itayed hy tl&e Al.('cndin the outcome of thc Tow!&'s recently
instituted condemnation action to take the I-?0 Syitem.
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APPENDIX E

ASSUMED STANDARD TERMS AND CONDITIONS

The typical industry transaction is concluded with some negotiation and the standard
terms and conditions provided below:

~ Purchase Price, as Cash as Closing

~ Bill of Sale

~ Satisfaction of Liens, Encumbrances or Title Problems to Obtain Free and Clear
Title

~ Easement, Land Rights, or Utility Rights Transferred

~ Disclosure and Adjustments for Prepaid or Discounted Unconnected Connections

~ Disclosure and Representations of Regulatory Conduct and Compliance

~ Transfer of Necessary Agreements

~ Transfer of Customer Deposits

~ Transfer of all Records, Drawings, Reports, Permits and Like Documents

100% Accounts Receivable Collected Forward to Seller

Vendor Invoices, Materials, Supplies as Incurred by Closing Paid by Seller

Inventory of Consumables at Closing

Prorated Taxes and/or Franchise Fees

Prior Inspection of all Closing Documents and Scheduling of Pre-Closing

Consideration for Performance and Penalty or Resolution of Non-performance

Verification of Proper Authorization to Bind a Party

Insurance and Indemnification Issues

Conduct After Agreement and Before Closing

Seller Keeps Existing Funds, Restricted Funds and Satisfies Debt Obligations

"As-is" Type of Transaction

Operational Staff and Other Employee Consideration For Hire by Buyer

Rolling Stock, Movable Equipment, Laboratory Equipment, Tools and Accessories
or Appurtenances Included

Closing Date, Time, Place and Procedures

Disclosure and/or Dispensation of Litigation

l-20 Report5Appendix E

HC¹ 16021.02 E-1
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~ Assistance in Petitions of Transfer, No Objections, Contractual Extent and Type of
Cooperation

~ Payment of Representative Fees and Costs as Incurred by Each Party

~ Payment of Documentary Stamps, Recording Costs by Buyer

~ Payment of Title Search and Policy by Buyer

~ Construction Work in Progress Payment to Seller ofActual Costs

I-20 Report~Appendix E

HC¹ 16021.02 E-2
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WINTHROP
RIiAI. ESTATE Al)VTSORS

VALUATION OF REAL PROPERTY

Carolina Water Service, Inc. Real Property Rights
l-20 Regional Sewer System
Lexington County, South Carolina
Case No. 2017CP3203693

Valuation Date

October 9, 2017

Prepared For

John M.S. Hoefer, Esquire
Willoughby 8 Hoefer, P.A.
930 Richland Street
Post Office Box 8416
Columbia, South Carolina 29202

Prepared By

Deborah B. Haskell CRE, FRICS, MAI
Winthrop Real Estate Advisors
P.O. Box 6257
Columbia, South Carolina 29260
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Deborsh a. Haskell CRE, FRICS, MAI
Managing Parlner
dhaskell@winthroprea.corn

WINTHROP
Rl Al. I'51)VI Ir Al)VIS()RR

Winthrop Reel Estate Advisors
P.O. Sox 6257
Columbia, South Carolina 28260
Direct 803 688-3514

January 29, 2018

John M.S. Hoefer, Esquire
Willoughby & Hoefer, P.A.
930 Richland Street
Post Office Box 8416
Columbia, South Carolina 29202

Re: Carolina Water Service, Inc. Real Property Rights
1-20 Regional Sewer System
Lexington County, South Carolina
Case No. 201 7CP3203693

Dear Mr. Hoefer:

Pursuant to your request, Winthrop Real Estate Advisors ("WREA") performed an appraisal of
the market value of the real property rights in the 1-20 Regional Sewer System owned by
Carolina Water Service, Inc. in Lexington County, South Carolina. The sewer system was
acquired through eminent domain by the Town of Lexington, South Carolina.

The appraisal was developed in compliance with Standard 1 of the Uniform Standards of
Professional Appraisal Practice ("USPAP J. Our analyses and conclusions are presented in
conformity with Standard 2 of USPAP. The value conclusions reflect the owners'arketable
interest in the real property described herein as of October 9, 2017, the date that the
Condemnation Notice and Tender of Payment was filed with the Court of Common Pleas. The
appraisal is intended for Willoughby 8 Hoefer, P.A., legal counsel for Carolina Water Service,
Inc., for use during eminent domain proceedings.

The report reflects research and analysis performed by Winthrop Real Estate Advisors from
December 2017 through January 2018. Please note that the conclusions are subject to the
Standard Conditions contained in the Addenda.

Very truly yours

txx:Jxkr~rj
Deborah B. Haskell CRE, FRICS, MAI

Managing Partner
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EXECUTIVE SUMMARY

Real Property Identification

The purpose of this analysis is to determine the value of the land and property rights in the 1-20

Regional Sewer System that are owned by Carolina Water Service, Inc. ("CWS"). These
property rights are an integral part of the sewer system that serves about 2,200 customers in

Lexington County. The rights are comprised of fee interests and six permanent easements but
do not include licenses, permits or consents that may not be transferrable upon sale.

Purpose of the Assignment

This report was requested by Willoughby & Hoefer, P.A., legal counsel for CWS, for use in

conjunction with eminent domain proceedings. It is intended for the client and the court having
jurisdiction in this matter.

Date of the Report and Date of Value

The date of the report is January 29, 2018. The date of value is October 9, 2017, the date that
the Condemnation Notice was filed with the Court of Common Pleas.

Special Conditions

This report relies, in part, on information provided by CWS and Willoughby & Hoefer. Our
analysis is also based on information obtained from public records, national and local data
sources, government officials, investors, brokers and property owners. If information from any
of these sources is incorrect, the value conclusions may change.

Real Property Interests

CWS owns the fee interest in pump stations, aerated equalization ponds and a former water
tank site as well as six permanent easements. We are still working with the client to identify
easements in the system that are located on private property. This report may be
supplemented at a later date to address any additional easements. Our value conclusions are
based on the fee simple and partial interests. Fee simple interest is defined as

"Absolute ownership unencumbered by any other interest or estate, subject only to the
limitations imposed by the government powers of taxation, eminent domain, police
power, and escheat.""

An easement is a partial interest in real property and is defined as:
"An interest in real property that conveys use, but not ownership, of a portion of an owner's

properly.'tandard

of Value

The purpose of this analysis is to determine the compensation to be paid for the eminent
domain acquisition of the real property rights in the 1-20 Regional Sewer System in Lexington

The Dictiona of Real Estate A raisal, Appraisal Institute, Fifth Edition, 2010
Ibid. pg. 110
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EXECUTIVE SUMMARY

County as of October 9, 2017. In other words, how much should the Town of Lexington, South
Carolina pay for the acquisition of the fee takings and permanent easements defined in the
Condemnation Notice and Tender of Payment dated October 9, 2017. Fair market value is the
standard for measuding all damages that result from an eminent domain taking. It is defined in
the Uniform Appraisal Standards for Federal Land Acquisitions as:

"The amount in cash, or in terms reasonably equivalent to cash, for which in all
probability the property would have sold on the effective date of the appraisal, after a
reasonable exposure time on the open competitive market, from a willing and reasonably
knowledgeable seller to a willing and reasonably knowledgeable buyer, with neither
acting under any compulsion to buy or sell, giving due consideration to all available
economic uses of the property at the time of the appraisal."

In addition, the widely respected legal treatise Nichols on Eminent Domain states that:

"The constitutional goal of valuation in eminent domain is just or full compensation, a
'practical attempt to make the owner whole.'t is an effort to put the owner in as good a
position financially as he or she would have been, but for thetaking."'remise

of Value

There are two basic concepts that are critical to the valuation process. The first is the concept of
highest and best use and the second is the principle of substitution. The market value of real
property is always estimated in terms of its highest and best use. Indeed, highest and best use
can be described as the foundation on which market value rests. The Appraisal of Real Estate,
13n Edition defines highest and best use as:

"The reasonably probable and legal use of vacant land or an improved property, which is
physically possible, appropriately supported, financially feasible, and that results in the
highest value.'4

For purposes of claiification, "reasonably probable" means that the use is not conjectural, but
likely in the near future. Alternatively, some state statutes use the term "reasonably adaptable
and available." "Appropdiately supported" means that the vacant land has the necessary
access, utilities, permits and site improvements to make it a suitable site for the use(s) being
proposed or in place. "Financially feasible" means that there is both sufficient market demand
for the proposed or actual use to support it on the market, and that it is reasonable to expect
that the use will produce a competitive rate of return on the investment in the property.
Finally, the "highest value" is calculated as of the date of value, from among any alternative
uses that might meet the tests of reasonably probable, legally permissible, physically possible,
appropriately supported and financially feasible.

Nichols on Eminent Domain (14A-8)

Ihe A raisal of Real Estate, 13e Edition, pg. 298
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Components of Highest and Best Use

Le all Permissible - The use(s) being considered must be consistent with zoning and all other
land use regulations or limitations placed by both government and private deed restrictions on
the property. All of the permits necessary to put the property to the proposed use must be in

place, or reasonably anticipated.

~gh i II P ibi -Th ()b id id d tb bi t iit th it. M

topographic, subsurface support and drainage requirements must be met. Access to highways,
utilities and other necessary infrastructure must be in place or readily available.

Financiall Feasible - As noted above, 'Tinancial feasibility" means first, that there must be
sufficient market demand for the proposed use so that the property is readily marketable.
Secondly, there must be a reasonable probability and expectation that the proposed use will

produce a competitive rate of return on the investment in the property, expressed either in

money, amenities, or some combination of both.

Maximall Productive - If there are two or more uses that meet the tests of legally permissible,
physically possible and financially feasible, then the one with the greatest productivity in money,
amenities or some combination of both produces the highest value as of the date of value. That
use is the highest and best use.

The highest and best use of the improved property may be different from that of the vacant site.
Unless and until the value of the vacant site is greater than the value of the improved property,
less the costs of demolition and site preparation, the highest and best use of an improved
property will be "as improved."

Application to the CWS Real Property Rights

Legally Permissible - The 1-20 Regional Sewer System in Lexington County primarily traverses
residential zoning districts. The use was established prior to current zoning and is an essential
public service. Thus, it is considered a legally permissible and necessary use.

Physically Possible - The 1-20 Regional Sewer System is physically capable of continuing to
provide sanitary sewer services to over 2,200 customers throughout the county. The network is
comprised of pump stations, aerated equalization ponds, a water tower, sewer lines, force mains
and outfalls that provide sanitary sewer services to a variety of customers.

Financially Feasible - The 1-20 Regional Sewer System is located in a moderately to densely
developed suburban area that is primarily oriented to residential housing. The history of
profitable operation and continued demand is prima facie evidence of feasibility.

Maximally Productive - There is no indication that any prospective use is superior to the current
use as a sewer system.

Conclusion of Highest and Best Use - The 1-20 Regional Sewer System is a physically
appropriate, legally permissible and financially feasible use of the land and property rights. The

w I
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system serves about 2,200 customers in Lexington County, generates substantial revenue and
is a profitable use. Furthermore, it is unlikely that a competitor could feasibly acquire the
property rights to construct a replacement system. Thus, it is my conclusion that the highest
and best use of the 1-20 Regional Sewer System is for continued utility use.

Scope of Work

The purpose of this assignment is to determine the market value of the property rights in the
sewer system in Lexington County that CWS owns in fee or occupies by easement. This
includes the fee ownership in thirteen separate parcels improved with pump stations, aerated
equalization ponds and a former water tank as well as six permanent easements. These
parcels are connected by gravity and force main sewer lines which are not part of this analysis.
The total value reflects the assembled network as it exists today, which would be extremely
difficult, if not impossible, to replicate. It is based on the Across the Fence (ATF) value for each
separate and distinct parcel plus the plottage value for the assembled network.

Our work entailed meeting with CWS attorneys and engineers to discuss the 1-20 Regional
Sewer System in Lexington County. I also performed site visits to the pump stations and
aerated equalization ponds and viewed the pipeline and force main network that supplies sewer
services to existing customers.

My analysis of land value is based on sales of vacant land and improved properties throughout
Lexington County, in general, and in the CWS service area, in particular. I reviewed the sale
data, made field inspections of the relevant properties and spoke to brokers, owners and
investors to understand the local market. Based on this, I determined the underlying land
values throughout the system. I then assigned Across the Fence (ATF) values to the individual
parcels and easements that comprise the CWS ownership of the sewer system in Lexington
County.

Finally, I applied a plottage, or enhancement, factor to reflect the total value of the assembled
sewer system as it exists today. This factor is based on my analysis of sales of utility networks
throughout the country and the contributory value of the assembled land rights.

Extraordinary Assumptions and Hypothetical Conditions

According to the Uniform Standards of Professional A raisal Practice (USPAP) published by
the Appraisal Foundation, the definition of an extraordinary assumption is

An assumption, directly related to a specific assignment, as of the effective date of the
assignment results, which, if found to be false, could alter the appraiser's opinions or
conclusions.

The definition of a hypothetical condition is
A condition, directly related to a specific assignment, which is contrary to what is known
by the appraiser to exist on the effective date of the assignment results, but is used for
the purpose of analysis.

There are no extraordinary assumptions or hypothetical conditions in this valuation.

W
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MARKET OVERVIEW

Economic Trends

The economic outlook for South Carolina, in general, and Lexington County, in particular, is
positive. Business growth continues, inflation remains low and consumer sentiment is rising. In

addition, private company executives are optimistic about the future. While longer-term
forecasts must wrestle with the question of the increasing national debt and the ability of the
Federal Reserve Bank to guide financial markets, the near-term prospects are good.

Despite historically low interest rates, national economic growth between 2008 and year-end
2016 was the slowest in recent history. This is in stark contrast to the stock market, which has
risen to record levels. In addition, financial institutions and corporations have experienced
record profits and increased balance sheets. During this time, unemployment rates declined
resulting in tighter labor markets. This was attributable to job growth but also to the fact that
fewer adults were participating in the labor market. This could explain the lack of wage growth.

The near term and long range economic outlooks for both the U.S. and South Carolina are
favorable. The U.S. Commerce Department announced that the national economy grew at a
rate of 3.0% in the second half of 2017. This is the highest growth rate in over eight years. This
is primarily attributable to the strength of the U.S. dollar as well as to accommodative interest
rates and low fuel prices. Consumer confidence is up and the national unemployment rate
dropped to 4.1% in October 2017. This is similar to the 4.0% rate in South Carolina. Given this
environment, many private-companies are investing in new facilities and equipment.

South Carolina is a business-friendly environment and the Department of Commerce has
successfully negotiated deals with major national and international corporations. It is a right-to-
work state and has one of the lowest unionization rates in the nation. It is an attractive option
for companies seeking to expand operations in the Southeast because of its competitive
corporate income tax rates as well as favorable rates for workers'ompensation and healthcare
insurance. In addition, property tax rates are some of the lowest in the county.

According to regional economists, most regions and industries in South Carolina experienced
positive job growth between 2015 and year-end 2017. This is one of the best indicators of
overall economic health. The manufacturing industry is a major economic driver throughout the
state. This is fueled by the Boeing manufacturing facility expansion in North Charleston,
expansion of the BMW manufacturing plant in the upstate and new pharmaceutical and high-
tech companies in the Midlands.

The leisure, hospitality and employment services sectors are also growing. Consumers and
households have reduced debt levels while personal net worth has increased. The decline in

energy priices, including the price of gasoline, has also had a simulative effect. These factors
have resulted in more disposable income and increasing demand for tourism-related industries,
especially in South Carolina's coastal regions.

The state economy is supported by global manufacturers as well as civilian and military
aerospace companies that ship products throughout the world. The economies in Europe
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and Asia are beginning to rebound, which will benefit South Carolina's foreign trade. In the near
term, regional economists anticipate real income growth in South Carolina to be in the 2.0% to
2.5% range.

The I-20 Regional Sewer System is located in Lexington County, which is part of Metropolitan
Columbia. This area is the geographic center of the state and encompasses Lexington,
Richland, Sumter, Fairfield, Kershaw, Orangeburg and Saluda Counties. The region is also
known as the Midlands, although technically the geographic boundaries for the Midlands
exclude Sumter County.

Transportation

Metropolitan Columbia benefits from an excellent transportation system as well as a variety of
employment opportunities and housing options. Interstate highways l-26, 1-20 and I-77 traverse
the region and provide direct links to the surrounding metropolitan areas. There are also
numerous state highways that connect the cities and towns to employment and commercial
centers.
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Columbia Metropolitan Airport (CAE), a regional transportation hub, is located about fifteen
miles southeast of the CWS service area in West Columbia. Three national airlines and two
fixed-base charter operators provide passenger service throughout the United States. The
airport has completed several major capital projects over the last ten years including renovating
and expanding the terminal, constructing a new parking garage and lengthening the runways.
There are ongoing plans to improve the access to 1-26.

The airport maintains a dedicated air cargo terminal, the Columbia Airport Enterprise Park (CAE
Park), to accommodate commercial freight carriers. UPS has its southeastern regional hub at
CAE, which is one of six regional hubs throughout the United States. The facility is comprised
of 352,000 square feet of space and a 44-acre ramp large enough to hold 22 DC-8 aircraft.
Other major air cargo companies serving the airport include ABX Air and FedEx Express.

CSX and Norfolk Southern railroads traverse the region and provide freight transport to the
surrounding metropolitan areas as well as throughout the country. These rail comdors connect
the Port of Charleston to the Midlands and Upstate regions as well as to the major interstate
highways that serve the east and west coasts of the United States. Once the expansion of the
Port of Charleston is complete and the adjoining intermodal facility is constructed, the CSX and
Norfolk Southern rail operations will be critical components in the national logistical system.

Norfolk Southern operates a Thoroughbred Bulk Transfer (TBT) terminai on Old Dunbar Road in

West Columbia. This specialized facility allows customers to transfer a large array of
commodities between rail cars and trucks. The TBT terminal is owned by Norfolk Southern but
operated by independent contractors that are industry experts in facilitating safe and efficient
bulk transfer and distribution. The facilities allow customers without rail siding to receive the
benefits of rail economics and service quality.

Growth Forecasts

According to projections by the United States Conference of Mayors (USCM), the majority of the
population growth over the next twenty years in the 127 major U. S. metropolitan areas will
occur in the South and West. Over 50'/o of this growth is expected in the South, which would
add 33 million residents. The West anticipates capturing about 35'/a percent of the growth, or 22
million residents, while the Midwest is forecast to capture about 10'/o percent, or 8 million
residents. The Northeast is anticipated to capture less than 5'/o of the growth and continue to
lag the projected national growth rate.

While the USCM data focuses on the major metropolitan areas, these geographic trends will

also affect smaller metropolitan areas like the Columbia region. In fact, the Central Midlands
Council of Governments (COG) has projected that by 2040 there will be an influx of 450,000
new residents to metropolitan Columbia. This will result in 176,000 new housing units and
192,000 new jobs.

The CWS service area is located in Lexington County. Therefore, we analyzed actual and
forecast population growth to determine future demand for residential housing. According to a
study prepared by the Central Midlands Council of Governments, Lexington County has had the
region's fastest increase in population since 2000. The current population is 288,967, which is a
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9% increase over the last five years (2010). In addition, Lexington County is anticipated to
experience significant growth through the year 2040 when the population is forecast to be
476,500 residents. This reflects an 65% increase, which will require both housing and
employment opportunities.

In anticipation of this growth and the inevitable traffic congestion, the Central Midlands COG
produced a regional transportation study entitled the Midlands Tomorrow Regional
Transportation Plan. The plan incorporates the widening of major thoroughfares and interstate
highways, intersection improvements, interstate highway interchange improvements, and
construction of a limited number of new roads. The Columbia Area Transportation Study
(COATS) then prioritized the major thoroughfare and intersections projects. The Interstate
highway imptovements were taken from the South Carolina Department of Transportation State-
Wide Multi-Modal Transportation Plan.

Highway Widening Needs Assessment

Source - Midlands Tomorrow Regional Transportation Plan

According to the report, major transportation corridors throughout Lexington County are
scheduled for roadway improvements. Greater accessibility will result in more housing
development and the associated demand for utilities and associated infrastructure.
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In conclusion, Metropolitan Columbia, in general, and Lexington County, in particular, has a
diverse economic base and benefits from a favorable business environment. The region has
experienced positive employment growth and the inflow of many private companies attracted by
affordable property values, the availability of a skilled labor force and favorable tax rates.
Economic and demographic indicators point to continued employment and population growth
throughout the region supported by business expansion and the in-migration of new residents.

PROPERTY DESCRIPTION

The 1-20 Regional Sewer System that is the subject of this analysis is located in Lexington
County. It is a private utility that began operations in the 1960's and has about 2,200
customers. The service area encompasses single family residential neighborhoods, residential
land, two mobile home parks and mixed-use districts. Reportedly, the Town of Lexington will
incorporate the sewer assets into a regional wastewater system in Cayce.

As described in the Condemnation Notice, the Town of Lexington took
"All sewer assets of Carolina Water Service, Inc./Utilities, Inc. associated with the 1-20

Regional Sewer System in Lexington County, South Carolina as shown on Appendix "A"

and Appendix "B", including without limitation the real property, easements, including
utility easements and access easements, any and all improvements and fixtures affixed
to the land, including buildings, gravity sanitary sewer piping, sanitary sewer force main
piping, effluent force main piping, sanitary sewer manholes, sanitary sewer pump
stations, all appurtenances, records, customer data, the 1-20 Regional WWTP located on
T.M.S. No. 004521-01-019 at Laurel Meadows Subdivision off of Laurel Meadows Drive,
the Spring Hill aerated equalization pond located on T.M.S. No.00417-02-038 at Spring
Hill Subdivision off of Hill Springs Drive, the Woodsen aerated equalization pond located
on T.M.S. No.0045-01-020 at Woodsen Subdivision off of Woodsen Circle, the 1-20

Regional WTTP dechlorination facility located within an easement on an unknown parcel
off of Davega Drive, and designated rights as the Management Agency under the 208
Water Quality Management Plan for the 1-20 Regional Sewer System.

The subject sewer system includes approximately 101,000-feet of gravity sanitary sewer
piping, 39,000-feet of sanitary sewer force main piping, 11,000-feet of effluent force main
piping, 450 sanitary sewer manholes, and 16 sanitary sewer pump stations. The
particular neighborhoods/areas served by the sewer system are: Timbergate, Autumn
Oaks, Mineral Creek, Spring Hill, Oakcrest, Meadow Wood, Maple Grove, Courtside
Commons, Brighton South, Brighton North, Grayland Forest, Woodcastle, Woodberry
Forest, Hidden Valley Mobile Home Park (satellite system), Golden Pond, Woodsen,
Sandy Pines, Planters Station, Laurel Meadows, Pear Court, Mineral Springs Mobile
Home Park (satellite system), Spring Lake, Dutchwood, Mineral Creek, Cunningham
Park, Barnyard RV Park, Vanarsdale (satellite system), Oak Grove School, Oak Grove
Estates, and any tributary sanitary sewer collection systems which discharge to the
previous listed areas and which ultimately discharge to the 1-20 Regional WTTP, other
than system(s) listed above as being satellite systems of the 1-20 Regional Sewer
System."'

Condemnation Notice and Tender of Pa ment electronically filed October 9, 2017
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This analysis focuses on the real property rights associated with the CWS assets that were
acquired as part of the condemnation. These property rights are an integral part of the 1-20
Regional Sewer System and are comprised of fee interests and permanent easements. They
do not include land rights controlled by license, permit or consent that may not be transferrable
upon sale.

The Condemnation Notice descdibes the sixteen pump stations and sanitary sewer force main
network. It also references 101,000-feet of gravity sanitary sewer piping but does not include a
description. The seven maps that show the entire network are included on the following pages.

PROPERTY TAX ASSESSMENT

The following chart summarizes the Lexington County property assessments for a portion of the
CWS assets.

PROPERTY TAX ASSESSNIENT
Carolina Water Service, Inc

Assessing Authority
Tax Year

ASSESSMENT INFORMATION

Lexington County
2017

Assessor's Parcel
004434-01-027
004417-02-038
004420-05-025
004517-07-007
004546-01-028
004525-04-011
004522-01-020
004517-07-008
00452 1 -0 1 Hr 1 9
004540-01-033
004424-04-021
004458-01-017

Total Taxable Value
Total Assessment

Identification
Autumn Oaks

Spring Hill

Cunningham Park
Garland Forest
Sparrow Pointe

Woodcastie
Woodsen

Water Tank Site
1-20 Regional WWTP

Savannah Pointe
Springlake
Pear Court

Taxable Land
$500.00

$3,000.00
$500.00
$500.00
$500.00

$15,870.00
$500.00
$500.00

$4,800.00
$500.00

$ 14,950.00
$30,000.00

$72,120.00

Land Assessment
$30.00

$180.00
$30.00
$30.00
$30.00

$950.00
$30.00
$30.00

$290.00
$30.00

$900.00
$1,800.00

$4,330.00

ZONING

The CWS sewer system is primarily in the RD and ID zoning districts as described in Lexington
County zoning ordinance. The zoning map on the following page illustrates the zoning
classifications that apply throughout the CWS service area.
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Lexington County Zoning Map

Development in Lexington County is controlled by both the zoning classification and the
classification of the adjoining roadway. The majority of the service area is oriented to residential
uses. Thus, the classifications of the Local roadways apply. The density and dimensional
requirements of the categories are summarized on the following chart.

Municipality Governing Zoning
Zoning Classdications

Allowed Uses

Lexington County
RD - Restrictive Development
ID - Intensive Development
The RD and ID chssiTications are somewhat al encompassing and slow a
varwty of development including single and mullifamly residential dwerngs as
wel ss instilufensl, recreational, commercial and industrial uses. The intensity
of development is controlsd by the proposed use and classiTcation of the
adjoining street.

ZONING REQUIREMENTS

Cla as itic ation

Minimum Lot Ares
Minimum Setbacks

Residential
Susness Parks
Shopping Centers

Roadway Classecatwn - AScwed Densxy
Arterial- A
Cogsctcr - C
Local- L

Resldenllsl Local Six - RL6
Residentisl Local Five - RL5
Residsntlsl Local Four - RL4

CODE

RD - Restrictive Devekrpment
None

10 feet
30 feet
50 feet

Intensive commercial and hduslnal
Intensive commercial and industnal

Six dwelng units psr sere
Five dwelling units per acre
Four dwegng units per acre

CODE

ID - Intensive Dsvskpmenl
None

10 feet
30 feet
50 feet

Intensive commercial and industrial
Intensive commercial and industrial

Shr dwegng units psr acre
Five dwegng unls per acre
Four dwegng units per acre
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VALUATION ANALYSIS AND CONCLUSIONS

VALUATION METHODOLOGY

There are three traditional approaches to determine value; the sales comparison approach, the
income capitalization approach, and the cost approach. These valuation methods are described
as follows:

Sales Comparison Approach

The sales comparison approach is based on the principle of substitution and the premise that a
willing and knowledgeable buyer will pay no more for a property than the cost to obtain an
equally desirable substitute. Conversely, a seller will accept no less than recent prices for
properties with similar locational and physical attributes. The application of the sales
comparison approach involves comparing the property under analysis with similar properties
that have recently sold and for which the sale prices and terms are known.

The real estate market is characterized by inefficiency. Price variations reflect differences in a
property's physical and economic attributes, the proposed use of the land, the legal interest
conveyed, the competitive investment environment, and the structure of the transaction.
Because comparability is a relative concept, it is necessary to not only identify the highest and
best use of the property under analysis but also to understand the significant differences
between the subject and the sale properties. The sales comparison approach reflects the
actions of market participants.

Income Capitalization Approach

The income capitalization approach is the most meaningful appraisal technique in valuing the
fee ownership of properties that generate revenue. This methodology is predicated on an
investor's financial objective to realize the economic benefits derived from real property in the
form of a positive cash flow. The price that an investor regards as prudent is that price at which
the projected income stream is expected to provide an acceptable return on and return of
invested capitaL As a result, the indicated market value of the property is the present worth of
the reasonably anticipated income stream and reversionary value at the termination of the
investment.

Cost Approach

The Cost Approach is based on the premise that an informed, prudent buyer would not pay
more for a property than the cost to develop an equally suitable alternative. This assumes that
the properties have legal title and offer economically equivalent benefits. The cost approach is
an estimate of the replacement value of a property as determined by the cost of the land and
improvements. Rather than valuing property as a whole, the cost approach reflects the sum of
the land value and improvement or building value.

Application

Utility networks are unique because they offer linear connectivity and continuity between points
with resulting economic benefit. In other words, the value of a utility network is a function of the
areas through which it passes and the points it connects. The end points set the upper limit of
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VALUATION ANALYSIS AND CONCLUSIONS

value because they determine the need for, and economic justification of, connecting the points
within the network. The pump stations and aerated equalization ponds represent mid-points within
the network and contribute value proportionately with demand and intensity of use.

In this case, the gravity sanitary sewer, sanitary sewer force main and sanitary sewer effluent
piping connect to the pump stations, aerated equalization ponds and WTTP dechlorination facility.
The pump stations, aerated equalization ponds and the former water tank are located on land
owned in fee by CWS. As stated previously, the gravity sanitary sewer, sanitary sewer force main
and sanitary sewer eflluent piping that connect the pump stations, aerated equalization ponds and
WTTP dechlorination facility are not part of this analysis.

Valuation methodology for utility networks has evolved over the years as the industry has matured,
the country has become more populated and the need for infrastructure has increased. There
have been many articles written since the 1970's documenting widely accepted valuation
methodology for utility networks. Charles F. Seymour, MAI, CRE and John P. Dolman, MAI, CRE
are well known experts on corridor and network valuation and were some of the first professionals
to recognize that assembled networks command premiums beyond simple land value. They have
written extensively on this subject.

The value of a utility network has two components. The first component is the "Across the Fence"
vaiue of the land and property rights. This assumes that the network is comprised of individual and
disassembled parcels. Each segment of the network is assigned a value based on the highest and
best use of the abutting land "Across the Fence." This component ignores any unity of ownership
or use and represents the lowest limit of value for a utility network.

The second component of value is plottage, or enhancement, value. When parcels are
assembled to form a network or grid, synergism is created because the value of the whole
exceeds the sum of the value of the individual parts. As an example, a ten-mile length of fiber
optic cable is more valuable than the materials used to make it. It is also more valuable than 10
one-mile lengths.

The concept of "plottage" illustrates this synergism. Simply put, it is the increase in value
resulting from the improved utility of combining small parcels into one large parcel. It is not the
cost of assembling alone that is responsible for plottage value. In order for the plottage
increment to be realized, the assembled units must create a superior, or more valuable, use. In
other words, the assemblage must create a new highest and best use that is more profitable
than the use of the individual parcels prior to assemblage.

Four conditions must exist for the plottage increment, or special enhancement, to affect market
value:

1. The property must be unique;

2. It must contain special benefits;

3. Added value must arise out of the avoidance of cost and;

4. There must be demand for the special use.
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VALUATION ANALYSIS AND CONCLUSIONS

The conclusion of the highest and best use determines the appropriate valuation methodology
for a utility network. In this case, the highest and best use of the 1-20 Regional Sewer System in
Lexington County is for continued operation utilizing the pump stations, aerated equalization
ponds and all piping that connects these facilities throughout the service area. Thus, the
appropriate valuation methodology is based on the principle of substitution.

The principle of substitution states that the value of real property or property interests can be
measured by the cost to acquire land and construct a new improvement, the cost to buy an
equally satisfactory substitute property or alternatively, the cost to buy some other form of
investment with similar expectation of risk and return. The 1-20 Regional Sewer System is a
fully assembled utility network. Thus, a hypothetical buyer/user has two choices:

1. Assemble all real property rights required for a utility network, obtain all
necessary approvals and construct the improvements oq

2. Acquire an existing network if a suitable one is available.

In this scenario, the upper limit of value is the cost to acquire all the land and property rights to
develop a new sanitary sewer system identical to the one owned by CWS. However, utility
networks typically do not sell for replacement cost because each user has specific requirements
and it is unlikely that an existing network will be ideal. Thus, the value of an existing network is
somewhere between the upper and lower limits of value, depending upon the location, demand,
competition and barriers to entry.

VALUATION

Accepted valuation methodology for an existing utility network has three steps. The first step is to
estimate the value of the land and property rights induded in the network. The second step is to
apply a factor to the value of the land and property rights to reflect the additional value of the
assembled network. Finally, the depreciated value of the existing improvements is added to the
value of the land rights to reflect the value of the entire network. This analysis focuses on the
value of the land and property rights that comprise the I-20 Regional Sewer System.

Across the Fence Valuation of CWS Land and Property Rights

In order to determine the value of the land and property rights owned by CWS, I utilized the
"Across the Fence" appraisal methodology. The valuation premise is that the value of a utility
network is directly related to the value of the adjoining land "across the fence." This methodology
utilizes the Sales Comparison Approach and assumes that each segment of the network has a
separate value based upon the adjoining land use and zoning. This appraisal technique involves
identifying and analyzing sales of properties throughout Lexington County that are locationally and
physically similar to the land rights that comprise the CWS network.

WREA first reviewed the I-20 Regional Sewer System and the types of development in the service
district. The majority of the service district is comprised of residential neighborhoods that were
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VALUATION ANALYSIS AND CONCLUSIONS

constructed between 1970 and 2010. Existing dwellings range in price from $85,000 to $530,000,
depending upon the age, lot size, gross living area and quality of the dwellings. A summary of
recent sales of improved properties in the CWS service area is included on the following pages.

In order to determine the value of the CWS land and property rights, I identified sales of
undeveloped lots and acreage throughout Lexington County. I focused on residential
neighborhoods that are similar to those in the service district. I analyzed the lot sizes, density of
development, available utilities, deed restrictions, protective covenants and price range of
existing homes. I selected 28 sales that occurred between April of 2015 and October 2017. I

also included two properties that were listed for sale in the Autumn Oaks neighborhood. The
land sales that are relevant to this analysis are summarized on the following chart

UW D SALE SUM MAIIY

MXINGTON COUNW

la 4t

Qat» k

D hdP
WIM G Hy AU

C Hpt 80 Id

H pt Pd
C 0 SHIM,
5 dk
Sl ~P k

sl mp k

Sh alG k

Wil M

G Mt Pl

At Ok
Ad Qk

A kyM d

Bgr M
Bar t

UR 10-25 Chip

SUN E IdO kD

171 hKG g«Q
MSG d D

324 P hg
3D1M lylp M,Ct
542fep md L

125D»TD
121D»yD
101 Steal Cmak D

MSA d lal
113 I St
230Rd'd
132tye W y
IS3M O kD
117 Qld t Mt PkV

104K G
145AM 0 I L

703 G Rd

342RMHM d D

2063 IkG md T

ASE OM~ W

P « IA20I I 0
LMA 5 h D

20466T 3 0

226HSH M 0
!31h dl0
3061 M I lp g Rd

0 kiHDRd
2727 teg ~T

OD4535412»22

004412»34K»
M4376»1-004
005315»1 DD4

Ot»309-01 D69

004202 01 D23

064116 01 135
004515-01-669
004515-01-060
M4416-ttl-001
004316.01-029
004322-02-DLO

OD4598-05»15
004596-tU-tl»
t»42014IIHIM
OD441601405
M44344124124

M443SOL 011
C04497-04-D28

004005-01-053
D04406-02-D92

0044M Dl-138

D0449 6-05.042
00449603-007
004497-DSIPL9
004497-04-t»0
0044l34ttd»8
0044994ttdtm
OtMM»14»5
0044964U.014

W

DPMMIKE t
WM C

G d LLC

St
6

SM ~ce~

SPMM
Smdlef Im

It im
AKI I

H y

M H

PM

IMC D

E g t
ILNC t Ql

5td
0 Iy

M Iy

GMWYM 7 t
GPM

e

P t I

5

5

Y

MM I H

SV g'/H
Wdt~
MNW
Cd I

G hl

SH EVH

C MC5 Ida

CaMCB Idart
E tta

Smith
C tU RG

Bd
8

0 g
G id

R I d
N I

ld»
8 h

A I H

N St Ate
Hl H LLC

5 me
WI

m

4,791
5,00D

5337
6370
7,746
7,910
11102

8,276
10,090
10,090
15,246
16,553

18,855
21375
24,M5
19374
33,1DS

35,650
41,382
41,302
43,124
43,560
47.045
53,579
61,0%
00,839
EI,MO
156300
167,7DS

272,666

011 909
011 871

0 134 746
0.16 6 25

0.18 5.62
0.10 5.50
0 106 5.30
0 19 5 16
0 15 4 tKI

0 25 4.00
0 35 2.86
tl30 2.43
0.43 2.31

049 2»3
056 175
DES 147
D76 132
Del 112
D.95 1.03

0.95 1.05

0.99 1.41

1.00 L.DD

1 08 0.93

123 001
142 D70
1 60 0.54
2 I» 4.50
3.59 038
3.85 0.26
626 OM

WSS
WSS
WtkS

WSS
WSS
W&5

WSS
Wltl
WSS
WSS
WSS

WSS
WBS

H

WSS
WSE

Wthl
WSS
N

W!11

N

N

N a
WSS
H

N

N

N

N

N

0
8/30/17
8/13/15
10/13/15
3/6/17
10/5/17
3/9/17
5/11/15
IV16/15
6/16/15
7/21/17
4/16/15
10/20/16
3/14/17
ID/23/15
9/10/15
4/3D/15

C I

3/0/17
7/15/17
4/27/16
10/2/15
5/10/17
4/13/17
IV12/16
9/22/17
4/3/M

10/27/17
6/12/16
I/O/16

PSP

535,COD 5730
535,000 57»6
$30»M 55.14

$22,5M 53.25
$14.900 53.21
526,060 $1.53

$40.M» 5494
S13,000 S2.70
S25,000 $2 M
531,0M 52 SS

$50.2I» $3 19

$27,5CO $ 1.66
522.0QO 51.17

$15,000 $0 S4

54830D 5198
575»M S1.54

556»M Sl 51

$ 52,060 Sl 46

527,560 $0.60
553M» $1.31

SdO,MO 50.93
SSS,CCO 51 26
550,000 $1.06
540,000 56.90
S75,593 51.22

S73,0» 50 90
590.000 St 03
590,000 St150

52635D 50.16
S187,0M $0.69

A major influence on land value is the allowable development density, or dwellings per acre.
Higher density developments have smaller lots and reflect the highest unit values, or price per
square foot of land. The chart dearly shows that the more intense the allowed use, the higher the
unit value of the land. However, the higher density developments also have water and sewer and
are not dependent upon septic systems or individual wells. The sales that consist of one or more
acres do not have water and sewer with one exception. These reflect the lowest unit values.

The density of development in the service district ranges from .8 dwellings to 14.7 dwellings per
acre. The lowest density is in the Autumn Oaks and Timbergate neighborhoods where lots
generally are between .75 and 1.0 acre. As a result, the houses tend to be larger and more
expensive. However, on a unit basis, the land values tend to be lower because of the
economies of scale.
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VALUATION ANALYSIS AND CONCLUSIONS

Conversely, the Courtside Commons neighborhood reflects development densities of 10.3 to
14.7 dwellings per acre. Developers are willing to pay premium prices for high density because
of the revenue generating potential. The higher the density, the more dwellings a developer can
build and sell. This results in a more profitable investment.

Based on our analysis, we have concluded that land values in the CWS service district are as
follows:

OHAL

Development

Quail Creek
Orchard Pointe

Lomdan

Lots 18-25 Chipmunk Ln

5 lots Emerald Oak Dr

Iamt Are*

Sq Ft

4,792
5,000

tend Area
ACIOI

0.11
D.11

Lots Per
Acre

9. 1

8.7

Utihties

W&S

W&5

Sale Sale I%ice Improved
Date Price — PSF — Values

8/30/17 535,0DO S7.30 $200,000
8/13/15 $35,000 57.00 $250,000

Conclusions

8-9 lots per acre

56 Do- 57.00 psf

Windsor Courtyards 272 McG ega G 5,837 0 134 7 5 W&s 10/13/15 S30,000 55.14 5250,000 7 lots per acre
S4.00 - 55.00 psf

co nydscooreenside
Hampton P k

Ca reline Springs
summerlake
Belmont Park

11$ Greenside Dr

324 Pant go Ln

301 Misty Spring Ct

542 Hopscolch Ln

125 Derby Or

6,97D

7,746

7,918

8,102
8,276

0.16
0 SS

0.18
0.186
0.19

63
56
5.5
5.4

5.3

W&s
WILS

W&s

W&s

W&s

3/6/17
1D/5/17
3/9/17

5/21/15
11/16/15

522,500 S3.23 5180,0DD

524,900 53 21 5225,0DD

$20,000 52.53 5160,000
S40,000 $4.94 S200,000

$23,000 $2.78 5150,000

5-6 lots per acre
S3.00 54 OD psf

Belmont Park

Shoal Creek
Wilmont

121 Derby Dr

101 Shoal Creek Or

108 Anadale Ln

10,890
10,890

15,246

0.25
0.25
0.35

4.0
4.0
2.9

W&5

W&s

W&S

6/16/15 S25,000 S2.30 515D,DOO

7/21/17 531,000 52.85 5200,000
4/16/15 $50,200 S3.29 S300,000

3-4 lots per ac e
52.50- 53.00 psf

Mariners Creek

Carringtcn Place

113 Fmst
230 Robin Rd

183 Mariners Creek Dr

117 Old Canlngton Pky

16,553
18,855

24,535
29,57'I

0.38
0.43
0.56
0.68

2.6

2.3
1.8

15

W&s

W&S

W&s

W&5

1D/2D/16 527,50D 51.66 5150,000 1 5- 2.5 lots per acre
3/14/17 S22,000 51.17 580,000 $2.00 ~ 52.25 psf
9/28/15 S48,500 S1.98 5250,000
4/30/15 $75,000 $2.54 S350,000

Autumn Oaks

Rocky Meadow

104 Rend Ct

145 Autumn Oaks ln
341Rocky Meadow Dr

Par A&8 Dagwood yr
Parcel A-2 Giaben Dr

33,106
35,650
41,382
43,560
47,045

0.76

O.IQ

0.95

1.00
1.08

1.3

1.22

1.1

1.0

0.9

W&s

Wlks

WBS

Current

Current

7/15/17
10/2/15
5/10/17

Sso.ooo 51.st Saso,ooo
552,DOD $1.46 5450,000
Sss,ooo S1.33 Ssso,ooo
555,000 51.26 5250,000
550,000 51.06 S1SD,ODO

I +/- lots per acre
51.50 psf

The CWS utility network traverses land that is either owned in fee or occupied by easement. A fee
interest is defined as:

"Absolute ownership unencumbered by any other interest or estate; subject only to the
limitations imposed by the governmental powers of taxation, eminent domain, police power
and escheat."'n

easement is a partial interest in real property and is defined as:

"An interest in real property that conveys use, but not ownership, of a portion of an owner's
pryperty.'

Ibid pg 140
7 Ibid. pg. 110
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VALUATION ANALYSIS AND CONCLUSIONS

CWS owned the pump stations, aerated equalization ponds and former water tank parcel in fee.
This means that CWS owned and controlled 100'/o of the surface, subsurface and air rights of each
parcel. These parcels are calculated at 100'/0 of market value. Based on our analysis, we
concluded that the "Across the Fence" value for the parcels that were owned in fee by CWS was
$ 1,531,103. This is summarized on the following chart. It is important to note that this reflects the
value of individual, disconnected parcels and ignores the enhanced value of the assembled utility
network.

CAROUNA WATER SERVICE, INC.

IGD REGIONAL SEWER SYSTEM REAL PROPERTY

LEXINGTON COUNTY. SOUTH CAROUMA

Id OScatlon

1-20 Regional WWTP Ovldatbn Pond
1-20 Regional WWTP eDluent pump ststbn
Spring HI aerated eq alaalmn pond

Spn 9 Hgpe p stat n

Woodsen aerated equal'tbn pond

Woods n pump I lb
1-20 Rsglonsl UWIP dechio rlnatbn fe edgy

A I mn Oaks Pump Station

Cu lngha Pari pump st Ion
Gmybnd Fomsl pump stat on

Spa Pit pmp tatin
Ufoodcastle No. I pump sledon
Woodcas0e No. 2 pump station

Savannah Point pump stat n

Sp n9 Lake pump station

W t Tank Sue

Total Fee Ownership

ASSETS

P openy
liight

Fee

Faa

Fee
F e
Fes
F

Fee
Fee

Fee

Fcc

Fee

Fee

Fire

F

Fee
Fee

TMS

004521414119
004521CI-019
004417G2-030
0044174I2430
004522-DIG20
004522CIC20

Uhliriuw

004434CIrit27
0044204I5C25
004517-DYCD7

004540414I28
004525444rtt

No TLIS

004540GIG33
004424-04C21
0045174tyur08

L dA

9.65

2.02

1.9D

D.D21

0.10
0.2D

0 03

0.35
0.13

D.DS

0.55

0.20
15.90

dA ea
Ft

420,354

122,839

82,764

900
4,568

5,650

1,270

15,249
5,763

1.133

23,010
8,650

695,95S

$ 2.50 100% $307,098

$2.50 100% $206,910

$1.50

$3.00

$2.50

$2.50

$2.50

$ 2.5D

$ 2.50

$2.50

$2.50

100%

100%

1007
I DDT

100%

100%

100%

100%

100%

100%

$ 1,350

$13,704

$21,625

$3,175

$38,123
$ 14.408

$2,833

$59,545

$21,625

$ 1,631,103

PSF 0 hp V I

$2.00 100% $040,700

The property rights identified as permanent easements are partial, or dominant, interests over
servient land parcels that grant CWS the right to construct, maintain, repair and use underground
sanitary sewer pipelines as well above ground structures induding the pump stations and other
improvements. CWS also controls access easements that connect the facilities to public
roadways. These rights limit the grantor's ability to use the remainder of the fee and, in fact,
predude any development of the encumbered area.

We have analyzed and been involved in the negotiation of numerous utility agreements where the
effect of the surface and subsurface encumbrances varied depending upon the nature of the use.
In this case, the CWS easements require occupancy, use, periodic access and prohibit
development. Thus, they place a burden on the remaining fee properly. This burden is greater
than a totally elevated right, such as an overhang of improvements from one property to another.
In such an instance, there would be no need to disturb or restrict the use of the grantor's surface
property. The CWS sanitary sewer lines impact the surface and subsurface areas. Therefore, an
80 percent diminution in value is considered appropriate.

As discussed previously, CWS owns permanent easements for six pump stations and access
rights of way. Based on our conclusions of land value for the service area, we have calculated the
value of these facilities as follows:

ggtyrrTIRop
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VALUATION ANALYSIS AND CONCLUSIONS

Permanent Easements and Rights of Way

Autumn Oaks Pump Stalron and ROW

Hrdden Valley pump station

Gokfen Pond pump station

lilineral Spnngs Mohih Home Park pump station
Pear Court pump staten
Planters Station pump station ~ Conmmn arne

Total Easement Value

Property
Rights

Easement

Easement
Easement
Easement
Easement
Easement

TMS

004434014127
004598-024l01

0045984124139

004596-044tt0
0045584ttutf7
0045454rtut06

Land Area

Acres
0.044

0.077

0.01

0.13

Land Area

Se Ft

1,933

3,354

506

5,793

Value Percentage Torsi
PSF Omnemhlp Value

$ 1.50 80% $2,320

$ 3.DD 80% $8,05D

$3.00 SD'k $ 1,214

SDM $11,584

The total "At the Fence" value for the land and property rights in the 1-20 Regional Sewer System
system is as follows:

Land Owned in Fee
Pump Station and Right of Way Easements
Total "At the Fence" Value

$ 1,531,103
$ 11,584
$ 1,542,687

Rounded $ 1,540,000

Plottage Value

The "Across the Fence" valuation methodology reflects the value of individual, unassembled tracts
of land without unity of control or ownership. It does not account for the additional value of the
assembled sewer system or network. As discussed, the 1-20 Regional Sewer System serves about
2,200 customers in Lexington County. The system consists of pump stations, aerated equalization
ponds, a dechlorination facility, outfalls and specialized equipment that is connected by pipeline
easements that traverse the entire service area.

There is demand for existing sanitary sewer systems because of the difficulty, costs and risks
associated with acquiring land rights, obtaining permits and constructing a new system. This is
demonstrated by recent acquisitions of sanitary sewer systems in states including New Jersey and
Pennsylvania. Development of new infrastructure requires substantial upfront costs for project
planning and design, financial and feasibility analyses, environmental studies, engineering and
obtaining all necessary permits from local, state and federal agencies.

In addition, the utility or developing agency must acquire property rights along the path of the
project from thousands of individual owners and pay the cost of the legal and engineering work
necessary for properly conveyance. Acquisition of the property rights is not only time consuming,
but can add substantial cost when negotiating with unwilling sellers. As a result, it is more cost
effective for users of utility networks to acquire assembled property rights and existing
infrastructure. Discussions with principals to these transactions indicate that the price paid is
based on "At the Fence" value plus a premium, or plottage value, for the assembled network.

The CWS land rights in Lexington County are part of an assembled, fully operational network. If

the assets were sold to another utility company or to an investor in utility assets, the price would be
calculated on the "At the Fence" value plus a premium for the assembled network. Thus, the next
step in the analysis is to determine an appropriate plottage, or enhancement, factor for the CWS
land and property rights.

i 22
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VALUATION ANALYSIS AND CONCLUSIONS

We analyzed sales of assembled utility and communication networks throughout the United States
that were acquired for continued use. We also studied sales of transportation corridors that were
acquired for continued railroad use as well as for trails for recreational purposes. We spoke with
principals involved in the transactions in order to verify the "Across the Fence" value as well as the
actual sale price of the assets. In most cases, the "Across the Fence" value was obtained from an
appraisal of the property prior to the sale. The difference between the actual sale price and the
"Across the Fence" value is attributable to the plottage value of the assembled corridor.

The transactions we reviewed were located in diverse geographic regions from California on the
west coast to Maine and Florida on the east coast. They involved utility transmission and
distribution assets, communication networks and transportation corridors in urban, suburban and
rural locations. We compared the actual sale price of each transaction attributable to the land
rights to the "At the Fence" value. This analysis indicated plottage factors ranging from 1.0 to 4.6.
If the factor is 1.0, no plottage value exists because the sale price is equal to the 'At the Fence"
value. However, if the plottage factor is more than 1.0, the assembled contdor is worth more than
the "At the Fence" value. In other words, the whole is worth more than the sum of the parts.

Generally, the factors at the lowest end of the range reflect abandoned railroad corridors that were
acquired by municipalities or non-profit organizations for recreational purposes. Utility networks
and transportation comdors in suburban or rural locations that were acquired for continued use
generally reflect plottage factors between 1.5 and 2.5 depending on the demand and intensity of
use.

Conversely, utility and communication networks in densely developed urban areas like San
Francisco California, Washington D.C., Baltimore Maryland, Houston Texas and Jacksonville
Florida reflect the highest end of the range. This is primarily attributable to the barriers to entry,
land cost and level of investment required to develop a new communication or utility transmission
and distribution network.

The 1-20 Regional Sewer System that is the subject of this analysis is in Lexington County, South
Carolina. While the barriers to entry are not insurmountable, it would take a great deal of time,
professional expertise and upfront investment to recreate the system. Thus, a plottage factor of 1.5
is reasonable to reflect the premium value of the CWS land and property rights.

Applying the plottage factor of 1.5 to the "Across the Fence" value of the land and property rights
reflects a total value as follows:

ATF Value for the CWS Ownership

Plottage Factor

Total Value (ATF X Plotbige Factor)

$ 1,540,000

1.5

$2,310,000

w I
~
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CERTIFICATION

I certify that, to the best of my knowledge and belief:

~ the statements of fact contained in this report are true and correct;

~ the reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limited conditions and are my personal, impartial, and unbiased
professional analyses, opinions and conclusions;

e I have no present or prospective interest in the property that is the subject of this report
and no personal interest with respect to the parties involved;

~ I have performed no services, as an appraiser or in any other capacity, regarding the
property that is the subject of this report within the three-year period immediately
preceding acceptance of this assignment;

~ my engagement in this assignment was not contingent upon developing or reporting
predetermined results;

~ my compensation for completing this assignment is not contingent upon the
development or reporting of a predetermined value or direction in value that favors the
cause of the client, the amount of the value opinion, the attainment of a stipulated result,
or the occurrence of a subsequent event directly related to the intended use of this
appraisal;

~ my analyses, opinions, and conclusions were developed, and this report was prepared,
in conformity with the Uniform Standards of Professional Appraisal Practice (USPAP);

~ I have made a personal inspection of the property that is the subject of this report.

Ze 44t~lj
Deborah B. Haskell, CRE, FRICS, MAI

(
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STANDARD CONDITIONS

This Report is subject to the following assumptions and limiting conditions:

No opinion is intended to be expressed and no responsibility is assumed for the legal
description or for any matters that are legal in nature or require legal expertise or
specialized knowledge beyond that of a real estate appraiser. Title to the Property is
assumed to be good and marketable and the Property is assumed to be free and clear of
all liens unless otherwise stated. No survey of the Property was undertaken.

The information contained in the Report or upon which the Report is based has been
gathered from sources deemed to be reliable and accurate. Neither Deborah Haskell or
Winthrop Real Estate Advisors ("Winthrop") shall be responsible for the accuracy or
completeness of such information, including the correctness of estimates, opinions,
dimensions, sketches, exhibits and factual matters.

The opinions are only as of the date stated in the Report. Changes since that date in

external and market factors or in the Property itself can significantly affect the conclusions.

The Report is to be used in whole and not in part. No part of the Report shall be used in

conjunction with any other analyses. Publication of the Report or any portion thereof
without the prior written consent of Winthrop is prohibited. Reference to the Appraisal
Institute or to the MAI designation is prohibited. Except as may be otherwise stated in the
letter of engagement, the Report may not be used by any person other than the party to
whom it is addressed or for purposes other than that for which it was prepared. No part
of the Report shall be conveyed to the public through advertising, or used in any sales or
promotional or offering or SEC material without Winthrop's prior written consent.

Any authorized user of this Report who provides a copy to, or permits reliance thereon by,
any person or entity not authorized by Winthrop in writing to use or rely thereon, hereby
agrees to indemnify and hold Winthrop, its affiliates and their respective shareholders,
directors, officers and employees, harmless from and against all damages, expenses,
claims and costs, including attorneys'ees, incurred in investigating and defending any
claim arising from or in any way connected to the use of, or reliance upon, the Report by
any such unauthodized person or entity.

The Report assumes (a) responsible ownership and competent management of the
Property; (b) there are no hidden or unapparent conditions of the Property, subsoil or
structures that render the Property more or less valuable (no responsibility is assumed for
such conditions or for arranging for engineering studies that may be required to discover
them); (c) full compliance with all applicable federal, state and local zoning and
environmental regulations and laws, unless noncompliance is stated, defined and
considered in the Report; and (d) all required licenses, certificates of occupancy and other
governmental consents have been or can be obtained and renewed for any use on which
the value estimate contained in the Report is based.

)Rr
WINTHROP
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UALIFICATIONS OF DEBORAH B. HASKELL
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CURRICULUM VITAE

Deborah B. Haskell, CRE, FRICS, MAI
Managing Partner
Real Estate Advisory Services
Forensic Litigation Consulting

Professional
History Winthrop Real Estate Advisors, LLP

Founding Member
Boston, Massachusetts
Columbia, South Carolina
617.366.7588
dhaskell@winthroprea.corn

Cushman 8 Wakefield of North Carolina, Inc.
Managing Director, Dispute Analysis and Litigation Support
Charlotte, North Carolina

Experience

FTI Consulting, inc.
Managing Director, Real Estate Advisory, Litigation
and Bankruptcy Practice
Washington D.C.

Deborah Haskell has more than 25 years of real estate experience in domestic and international
markets. She advises public and private companies, law firms, lenders, hedge funds and
secured and unsecured creditors on complex real estate issues. Specific areas of professional
expertise include damage analysis for litigation, expert testimony, litigation consulting, the
valuation of loan and REIT portfolios, strategic planning for the acquisition and disposition of
major real estate assets, the marketability and feasibility of large scale development and the
allocation of purchase price resulting from corporate acquisitions and mergers. Ms. Haskeg also
performs fair value analyses for loan portfolios in accordance with generally accepted
accounting standards.

Ms. Haskell has advised clients on a variety of matters for the following property types:
investment grade office complexes; regional shopping mails and power centers; corporate
headquarters, distribution and manufacturing facilities for Fortune 500 companies; sports and
entertainment complexes; hospitals, nursing homes and related health care facilities; medical
and bio-technical research and laboratory complexes; transportation and utility comdors; power
generation and distribution facilities; condominium and multifamily complexes; full service hotel
and resort properties.

Ms. Haskell also provides expert testimony and damages analyses for private and public clients
in federal and state courts on various matters including legal and professional malpractice,
bankruptcy, lender liability, partnership disputes, breach of contract, ad valorem taxation,
construction defects, environmental contamination, eminent domain and class action litigation.
She serves as an arbitrator and mediator for the American Arbitration Association (AAA) and
FINRA, formerly the National Association of Securities Dealers (NASD), and has provided
expert testimony at public hearings for corporations, developers and legal counsel.
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Ms. Haskell has been a guest speaker at national and international forums and has spoken on
topics ranging from the valuation, mitigation and negotiation issues related to construction of the
Central Artery/Third Harbor Tunnel Project in Boston and the Tren Urbane Project in San Juan,
Puerto Rico to the risks and opportunities of real estate portfolios held by lending institutions,
major corporations and private equity funds.

Ms. Haskell holds a Bachelor of Arts degree with a concentration in Economics from the
University of California at Berkeley. She is a member of the Counselors of Real Estate (CRE)
and is a Fellow of the Royal Institute of Chartered Surveyors (FRICS), a global real estate
professional organization. She also maintains the MAI designation from the Appraisal Institute
and is a member of the Urban Land Institute (ULI) and an associate member the American Bar
Association.

Ms. Haskell served on the national Nominating Committee for the Counselors of Real Estate
and was a member of the Executive Committee and Board of Directors for over twelve years.
She has served as Chair for the national Business Issues Committee and the New England
Chapter and has been vice chair for the Dispute Resolution Committee and the National Public
Policy Committee. Ms. Haskell was on the Ethics and Counseling Committee for the Appraisal
Institute and represented the New England Region on the national Member and Chapter
Services Committee. Ms. Haskell served as Chair for the South Carolina Midlands District of
the Urban Land Institute (ULI). She is also on the Board of Directors for the Advancement
Board of Real Estate Development (ABRED) at Clemson University. Ms. Haskell is certified as
a valuation professional in Massachusetts, Virginia, Georgia, South Carolina and North
Carolina.

Presentations

Guest lecturer on the effective presentation of the income approach in complex litigation matters
at the American Law Institute's 2014 annual conference in New Orleans, Louisiana

Guest lecturer on global and national capital markets at the Popp Hutcheson PLLP Property Tax
Seminar in Austin, Texas in February 2013

Guest lecturer on complex valuation issues at the American Law Institute's 2013 annual
conference in Miami, Florida

Guest Lecturer on Anticipating the New Normal at the Advancement Board of Real Estate
Development (ABRED) Spring Meeting at Clemson University in South Carolina

Guest lecturer on economic cycles and real estate investment strategies for the Georgia Bar
Association's 2011 Commercial Real Estate Conference in Atlanta, Georgia

Guest lecturer on rebuttal reports and expert testimony at the American Law Institute/American
Bar Association's (ALI ABA) 2012 annual conference in San Diego, California

Guest lecturer on valuation and negotiation issues related to the Central Artery/Third Harbor
Tunnel Project in Boston, Massachusetts at the National Real Estate Forum annual convention

Guest lecturer on litigation issues and expert testimony related to real estate at the annual
convention of the Massachusetts Bar Association in Boston, Massachusetts

WINTHROP
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Guest lecturer on transmission corridor property rights and the class action law suits resulting
from the installation of fiber optic cable by utility companies at the Edison Electric Institute (EEI)
annual convention in Seattle, Washington

Guest lecturer on complex commercial litigation at the South Carolina Bar Association Eminent
Domain Conference in Charleston, South Carolina

Taught courses on the valuation of partial interests in real property as well as eminent domain
methodology to real estate professionals and attorneys in San Juan, Puerto Rico who were
involved in the land acquisitions for construction of the Tran Urbano Project

Guest lecturer on eminent domain appraisal practice and theory at the Counselors of Real
Estate National Convention in Seattle, Washington

Guest lecturer on valuation issues related to the Central Artery/Third Harbor Tunnel Project at
the American Society of Appraisers National Convention in Boston

Representative Litigation Experience

~ Retained by a law firm to provide expert testimony on the reasonableness of
mortgages that were bundled into pools of assets and sold by a major subprime
syndicator ac viell as opine on the adequacy of the due diligence performed based
on generally accepted underwriting standards and practices.

~ Retained by a development company to determine the damages and lost revenue
sustained by a large student housing complex in metropolitan Washington D.C. that
resulted from construction delays and defects

~ Retained by a REIT as an expert witness to opine on the market value of a regional
shopping center in metropolitan Washington D.C. for property tax appeal

~ Retained by a development company to provide expert testimony regarding lost
revenues that resulted from legal malpractice and delayed the sale of luxury
condominiums until after the economic downturn in late 2008.

~ Retained by a Fortune 500 corporation as an expert witness to determine the loss in

value and associated damages to a large Canadian real estate portfolio resulting
from a breach of contract by a U.S. REIT

~ Retained by a major law firm as an expert witness to determine the damages
sustained at a regional shopping center in the Northeast resulting from
contamination by an adjacent gasoline service station

~ Retained by a major development company in Metropolitan Washington D.C. to
determine the damages sustained from a breach of contract that resulted in the
failure of a mixed use complex comprised of a hotel, luxury condominiums and retail
stores

UVINTHROP
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~ Retained by the Department of Justice and the Environmental Protection Agency to
assess damages and assist in settlement negotiations with property owners during
litigation resulting from environmental contamination caused by major Superfund
sites in the eastern United States

~ Retained as an expert witness to determine the damages sustained by property
owners as a result of eminent acquisitions for construction of an intermodal facility in
South Carolina to serve the Port of Charleston

~ Retained by a major law firm to provide advisory services, damages analysis and
expert witness testimony for litigation involving construction delays and breach of
contract for a proposed luxury waterfront resort in the Northeast

~ Retained by a law firm to provide advisory services, damages analysis and expert
witness testimony for litigation involving legal malpractice that resulted in the inability
to refinance or sell a major real estate asset for several years

~ Retained by an international construction company as an expert witness to
determine the loss in annual revenue and diminution in value sustained by a hospital
in the southeastern United States as a result of construction defects

~ Retained by a law firm as an expert witness to opine on the market value of one of
the largest newspaper publishing facilities on the East Coast for property tax appeal

~ Retained by a public utility as an expert witness for litigation resulting from a class-
action suit relating to compensation for property rights acquired through trespass

~ Retained by a Fortune 500 corporation to opine on the value of a headquarters
facility that was affected by environmental contamination for property tax appeal

~ Retained by a major utility company in the western United States to assist in
litigation involving the proposed municipalization and eminent domain acquisition of
two large transmission and distribution networks

~ Retained by a major law firm as an expert witness to opine on the value of two
nuclear power plants in the Midwest for property tax appeal

~ Retained by a Class 1 railroad to provide expert testimony in litigation with the
Internal Revenue Service related to donations of secondary rail corridors to the Rails
to Trails program

~ Retained as a rebuttal witness on a case involving eminent domain acquisitions of
property for extension of the Metro rail system through Tyson's Comer, Virginia

~ Retained by Bechtel/Parsons Brinckerhoff over a twelve year period to provide
advisory services and expert witness testimony for the Central Artery Project.
Worked with state and federal government agencies to negotiate settlements with
public agencies, institutional users and private owners

WINTHROP
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~ Retained as an expert witness to opine on the commercial reasonableness of the
long term leases associated with several large porffolios acquired by REITS in
conjunction with sale/leaseback transactions

Advisory Services for Bankruptcy, Restructuring, Porffolio Analysis, Strategic Planning

Retained by one of largest banks in the U.S. to assess the value of the commercial
real estate porffolio and develop strategies for disposition of Other Real Estate
Owned (OREO) assets, Worked with commercial loan officers and the credit
committee to price and negotiate the sale of pools of assets

Retained by an international specialist bank to determine the value and appropriate
disposition strategy for major distressed assets throughout the United States
including shopping centers, hotels, resorts, condominium projects as well as
commercial and residential acreage in various stages of the development process

Retained by a global middle market lender to assist in analyzing the distressed loan
portfolio and work with management to maintain asset value during the disposition
process. Also identified investors and/or joint venture partners for specific assets
and assisted in the due diligence process

Retained by a consortium of lenders to value a large porffolio of office and industrial
properties in Flodida to determine the credit risk and collateral value of the assets

Retained by the FDIC to analyze large porffolios of distressed real property assets
throughout the northeastern United States for sale to investors

Retained by Unsecured Creditors Committees to assess the short and long term
prospects as well as underlying value of national homebuilder portfolios as well as to
review purchase offers for individual and/or pools of assets

Retained by stockholders of a publically traded company to assess the value of the
real estate porffolio and review management reporting of fair value and impairments

Retained by a major lending institution to assess the marketability, reuse potential
and value of one of the largest biodiesel distillation facilities in the United States

Retained to analyze the remainder interests in over 150 Tenant in Common (TIC)
assets throughout the United States that were the subject to bankruptcy

Strategic and General Consulting Assignments

Retained by a national corporation over a four-year period to determine the best
strategy for disposition of major corporate campuses throughout New England

Retained by a major development company to provide advisory services and
strategic planning for a 4,000 acre parcel near the Port of Mobile and to create a
marketing strategy to attract large international off-shore manufacturers and shipping
companies from Asia and Europe

WINTHROP
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Retained by the Commonwealth of Puerto Rico to develop valuation methodology
and provide technical assistance during construction of the Tren Urbano Commuter
Rail Project in San Juan
Retained by the equity investors of the Ascutney Mountain Resort in Vermont, a full
service ski resort, luxury hotel and golf course, to determine the feasibiTity of
additional commercial and residential development

~ Retained by the owners of the Mount Washington Hotel in New Hampshire, a full
service resort complex comprised of three hotels and a golf course, to create a plan
to reposition the histodic hotel and determine the most viable development options
for the excess land permitted for residential development

~ Retained by Transit Realty Associates to provide advisory services related to the
disposition of air rights for construction of Columbus Center, a 1,200,000 square foot
mixed-use complex over the Massachusetts Turnpike and Massachusetts Bay
Transportation Authodity rail corridor in the Back Bay of Boston

~ Member of a consulting team retained by the City of Phoenix to develop a long range
Master Plan for the redevelopment of 5,000 acres along the Rio Salada River

~ Retained by the Massachusetts Bay Transportation Authority over a ten-year period
as a consultant on major public improvement projects to negotiate acquisitions from
large land owners and develop mitigation strategies during project construction to
reduce or offset damages. This included the acquisition of CSX railroad corridors for
construction of a commuter rail system connecting downtown Boston to
Southeastern Massachusetts

Major Valuation Assignments

~ Sports facilities including Fenway Park and the Fleet Center in Boston, the
Basketball Hall of Fame in Springfield, Massachusetts and the Pyramid Arena in

Memphis, Tennessee

~ Corporate headquarters including the Gillette World Headquarters in South Boston,
a 1,500,000 square foot office and manufacturing facility and the Raytheon
Company headquarters in Waltham and Watertown, a 1,000,000 square foot office
and industrial complex

~ Telecommunication facilities, utility and transportation corridors, power generating
facilities and transmission and distribution networks

~ Hotel and resort properties in the northeastern and southeastern United States as
well as along the gulf coast and major gaming and resort properties in Las Vegas,
Nevada

~ Major developments, both existing and proposed, that include commercial,
residential, recreational and mixed use components

WINTHROP
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STATE OF SOUTH CAROLINA

COUNTY OF LEXINGTON
IN THE COURT OF COMMON PLEAS

Case No.

CONDEMNATION NOTICE
AND

TENDER OF PAYMENT

(JURY TRIAL DEMANDED)
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TO: THE LANDOWNER(S) AND OTHER CONDEMNEE(S) ABOVE NAMED:

Pursuant to the South Carolina Eminent Domain Procedure Act, Section 28-2-10,

~et se ., Code of Laws of South Carolina, 1976, as amended, you are hereby notified as
follows:

1. The Town of Lexington, South Carolina is the Condemnor herein and seeks

to acquire the real property described herein for public purposes.

2. Carolina Water Service, Inc. is named as Landowner(s) in this action by

virtue of its recorded ownership of the real property described herein.

3. Utilities Inc. is made a party in this action as "Other Condemnee(s)" by

virtue of its claim of claim(s) of title (or other interests) as the parent company of

Carolina Water Service, Inc. Lexington County School District One is a political

subdivision of the State of South Carolina charged in part with the levying of taxes. It is

made a party to this action by virtue of certain tax liens filed against the Landowner with

the Register of Deeds for Lexington County, South Carolina. South Carolina

Department of Revenue is an agency of the State of South Carolina charged in part

with the collection of taxes. It is made a party to this action by virtue of certain tax liens

O0

0Z
0

m
CD

O
I
m
co
co

O
0

co
co
CI
co
CQ
co

Pago 1 of 7 pagaa



ELEC
TR

O
N
IC
ALLY

FILED
-2018

Septem
ber14

3:49
PM

-SC
PSC

-D
ocket#

2017-292-W
S

-Page
155

of160

Condemnation Notice and Tender of Payment (continued)

filed against the Landowner with the Register of Deeds for Lexington County, South

Carolina.

4. The following is a description of the real property subject to this action and

a description of the interest sought to be acquired in and to the property by the

Condemnor:

All sewer assets of Carolina Water Service, Inc./ Utilities, Inc. associated with
the 1-20 Regional Sewer System in Lexington County, South Carolina as shown
in Appendix "A" and Appendix "B", including without limitation the real property,
easements, including utility easements and access easements, any and all

improvements and fixtures affixed to the land, including buildings, gravity
sanitary sewer piping, sanitary sewer force main piping, effluent force main
piping, sanitary sewer manholes, sanitary sewer pump stations, all
appurtenances, records, customer data, the 1-20 Regional WWTP located on
T.M.S. No. 004521-01-019 at Laurel Meadows Subdivision off of Laurel
Meadows Drive, the Spring Hill aerated equalization pond located on T.M.S.
No. 004417-02-038 at Spring Hill Subdivision off of Hill Springs Drive, the
Woodsen aerated equalization pond located on T.M.S. No. 004522-01-020 at
Woodsen Subdivision off of Woodsen Circle, the 1-20 Regional WWTP
dechlorination facility located within an easement on an unknown parcel off of
Davega Drive, and designated rights as the Management Agency under the 208
Water Quality Management Plan for the 1-20 Regional Sewer System.

The subject sewer system includes approximately: 101,000-feet of gravity
sanitary sewer piping, 39,000-feet of sanitary sewer force main piping, 11,000-
feet of effluent force main piping, 450 sanitary sewer manholes, and 16 sanitary
sewer pump stations. The particular neighborhoods/areas served by the sewer
system are: Timbergate, Autumn Oaks, Mineral Creek, Spring Hill, Oakcrest,
Meadow Wood, Maple Grove, Courtside Commons, Brighton South, Brighton
North, Grayland Forest, Woodcastle, Woodberry Forest, Hidden Valley Mobile
Home Park (satellite system), Golden Pond, Woodsen, Sandy Pines, Planters
Station, Laurel Meadows, Pear Court, Mineral Springs Mobile Home Park
(satellite system), Spring Lake, Dutchwood, Mineral Creek, Cunningham Park,
Barnyard RV Park, Vanarsdale (satellite system), Oak Grove School, Oak
Grove Estates, and any tributary sanitary sewer collection systems which
discharge to the previous listed areas and which ultimately discharge to the 1-20

Regional WNTP, other than system listed above as being satellite systems of
the 1-20 Regional Sewer System.
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The sanitary sewer pump stations contained within the subject system are
described more particularly as: Autumn Oaks pump station located on T.M.S.
No. 004434-01-027 at Autumn Oaks Subdivision off of Kenzi Court, Spring Hill

pump station located on T.M.S. No. 004417-02-038 at Spring Hill Subdivision

Page 2 of 7 pages
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Condemnation Notice and Tender of Payment (continued)

off of Hill Springs Drive, Cunningham Park pump station located on T.M.S. No.
004420-05-025 at Cunningham Park Subdivision off of Ivey Street, Grayland
Forest pump station located on T.M.S. No. 004517-07-007 at Grayland Forest
Subdivision off of Mineral Springs Road, Sparrow Pointe pump station located
on T.M.S. No. 004546-01-028 at Sparrow Pointe Subdivision off of Jessamine
Road, Woodcastle No. 1 pump station located on T.M.S. No. 004525-04-011 at
Woodcastle Subdivision off of Thackeray Lane, Woodcastle No. 2 pump station
located within a County of Lexington road right-of-way at Woodcastle
Subdivision off of Farringdon Court, Hidden Valley pump station located within
an easement on T.M.S. No. 004598-02-001 at Hidden Valley Mobile Home Park
off of Hidden Valley Drive, Golden Pond pump station located within an
easement on T.M.S. No. 004598-02-039 at Golden Pond Subdivision off of
Golden Pond Drive, Woodsen pump station located on T.M.S. No. 004522-01-
020 at Woodsen Subdivision off of Woodsen Circle, Mineral Springs Mobile
Home Park pump station located within an easement on T.M.S. No. 004596-04-
010 at Mineral Springs Mobile Home Park off of Mineral Springs Road, Pear
Court pump station located within an easement on T.M.S. No. 004558-01-017
at Pear Court Subdivision off of Pear Court, Planters Station pump station
located within an easement on T.M.S. No. 004545-01-006 at Planters Station
Subdivision off of Chisholm Way, Savannah Pointe pump station located on
T.M.S. No. 004540-01-033 at Laurel Meadows Subdivision off of Savannah
Way, Spring Lake pump station located on T.M.S. No. 004424-04-021 at Spring
Lake Subdivision off of Point South Lane, and the 1-20 Regional WWTP effluent
pump station located on T.M.S. No. 004521-01-019 (the I-20 Regional WWTP)
at Laurel Meadows Subdivision off of Laurel Meadows Drive.

The sanitary sewer force main for the Autumn Oaks pump station proceeds in a
southeasterly direction for approximately 1,200-feet within multiple utility
easements to its discharge point at the Spring Hill aerated equalization pond.
The sanitary sewer force main for the Spring Hill pump station proceeds in a
southeasterly direction for approximately 1,600-feet within multiple utility
easements, turns and proceeds in an easterly direction for approximately 5,900-
feet within the Mineral Springs Road right-of-way, turns and proceeds in a
northeasterly direction for approximately 1,200-feet within multiple utility
easements to its discharge point at the I-20 Regional WWTP. The sanitary
sewer force main for the Cunningham Park pump station proceeds in an
unknown direction and discharges to an unknown point within the I-20 Regional
Sewer System. The sanitary sewer force main for the Grayland Forest pump
station proceeds in a northerly direction for approximately 120-feet within the
Mineral Springs Road right-of-way, crosses Mineral Springs Road and connects
to the Spring Hill pump station force main. The sanitary sewer force main for
the Sparrow Pointe pump station proceeds in a northerly direction for
approximately 800-feet within the Jessamine Road right-of-way and discharges
to a manhole within the Grayland Forest Subdivision gravity sanitary sewer
collection system. The sanitary sewer force main for the Woodcastle No. 1
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Condemnation Notice and Tender of Payment (continued)

pump station proceeds in a westerly direction for approximately 380-feet within
the Thackeray Lane right-of-way, crosses Jessamine Road, turns in a northerly
direction and proceeds approximately 2,300-feet within the Jessamine Road
right-of-way where it connects to the Sparrow Pointe pump station force main.
The sanitary sewer force main for the Woodcastle No. 2 pump station proceeds
in an unknown direction to its discharge point at the Woodcastle No. 1 pump
station. The sanitary sewer force main for the Hidden Valley pump station
proceeds in a southwesterly direction for approximately 700-feet within a utility
easement, turns and proceeds in a northwesterly direction for approximately
430-feet within a utility easement, turns and proceeds in a southwesterly
direction for approximately 310-feet within a utility easement, turns and
proceeds in a southerly direction for approximately 270-feet within the
Jessamine Road right-of-way, turns and crosses Jessamine Road, and
proceeds in a westerly direction for approximately 110-feet within the Jessamin
Road and Sunny Vista Road rights-of-way, and discharges to a manhole within
the Grayland Forest Subdivision gravity sanitary sewer collection system. The
sanitary sewer force main for the Golden Pond pump station proceeds in a
northwesterly direction for approximately 2,700-feet within the Golden Pond
Drive right-of-way, crosses Mineral Spacings Road, turns and proceeds in a
northeasterly direction for approximately 790-feet within the Mineral Springs
Road right-of-way, turns and proceeds in a northwesterly direction for
approximately 1,300-feet within multiple utility easements, turns and proceeds
in a southwesterly direction for approximately 1,500-feet within multiple utility
easements to its discharge point at the 1-20 Regional WWTP. The sanitary
sewer force main for the Woodsen pump station proceeds in a westerly
direction for approximately 600-feet within multiple utility easements, turns and
proceeds in a northwesterly direction for approximately 2,400-feet within
multiple utility easements, turns and proceeds in a westerly direction for
approximately 3,800-feet within the Mineral Springs Road right-of-way, and
connects to the Grayland Forest pump station force main. The sanitary sewer
force main for the Mineral Springs Mobile Home Park pump station proceeds in
a northerly direction for approximately 230-feet within a utility easement and on
the 1-20 Regional WWTP site to its discharge at the I-20 Regional WWTP. The
sanitary sewer force main for the Pear Court pump station proceeds in a
westerly direction for approximately 680-feet within a utility easement and on
the I-20 Regional WWTP site to its discharge at the 1-20 Regional WWTP. The
sanitary sewer force main for the Planters Station pump station proceeds in a
southeasterly direction for approximately 1,000-feet within the Chisholm Way
right-of-way, turns and proceeds in a westerly direction for approximately 180-
feet within the Mineral Springs Road right-of-way, and connects to the Golden
Pond pump station force main. The sanitary sewer force main for the
Savannah Pointe pump station proceeds approximately 60-feet in a northerly
direction within the Savannah Lane right-of-way where it discharges to a
manhole within the Laurel Meadows Subdivision gravity sanitary sewer
collection system. The sanitary sewer force main for the Spring Lake pump
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Condemnation Notice and Tender of Payment (continued)

station proceeds in an southeasterly direction for approximately 200-feet,
crosses the Point South Lane right-of-way, and proceeds for 2,300-feet in a
southeasterly direction within multiple utility easements, crosses the Mineral
Springs Road right-of-way, and discharges to a manhole within the Grayland
Forest Subdivision gravity sanitary sewer collection system. The effluent force
main for the 1-20 Regional WWTP effluent pump station proceeds in an
unknown direction within multiple rights-of-way and utility easements to the 1-20
Regional WWTP dechlorination facility, turns and proceeds in a northeasterly
direction for approximately 3,300-feet within multiple rights-of-way and utility
easements to its discharge at the 1-20 Regional WWTP effluent outfall at the
Lower Saluda River.

5. The Town of Lexington, South Carolina is vested with the power of eminent

domain pursuant to Section 57-5-320 and Section 28-2-60, Code of Laws of South

Carolina, 1976, as amended.

6. The property sought herein is to be acquired for public purposes, more

particularly for the removal of treated and untreated wastewater from the Lower Saluda

River and the connection of Condemnees'-20 wastewater collection, transportation,

and treatment systems to the Twelve and Fourteen Mile Creeks Regional Wastewater

Transportation and Treatment System in accordance with the applicable 208 Plan for

this region.

8. The Town of Lexington, South Carolina has complied with the requirements

set forth in Section 28-2-70(a), Code of Laws of South Carolina, 1976, as amended, by

having the subject property appraised and making the appraisal available to the

Landowner(s) where required by law, and certifies to the Court that a negotiated

resolution has been attempted prior to the commencement of this action, or pursuant to

Section 12-28-2940, Code of Laws of South Carolina, 1976, as amended, an appraisal

of this property was not required.

9. Project plans may be inspected at the office of The Town of Lexington,

South Carolina, 111 Maiden Lane, Lexington, South Carolina 29072 by appointment

during regular office hours.
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Condemnation Notice and Tender of Payment (continued)

10. THE CONDEMNOR HAS DETERMINED JUST COMPENSATION FOR THE

PROPERTY AND RIGHTS TO BE ACQUIRED HEREUNDER, INCLUDING ALL

DAMAGES, TO BE THE SUM OF ONE IIILLION, FIVE HUNDRED EIGHTY FOUR

THOUSAND AND 0/100 DOLLARS ($ 1,584,000) AND HEREBY TENDERS PAYMENT

THEREOF TO THE LANDOWNER(S).

11. Payment of this amount will be made to the Landowner(s) if within thirty

(30) days of service of this Condemnation Notice, the Landowner(s) in writing requests

payment, and agrees to execute any instruments necessary to convey to the Condemner

the property interests and rights described hereinabove. The Agreement and Request

for Payment must be sent by first class certified mail with return receipt requested or

delivered in person to Britt Poole, Town Administrator, Town of Lexington, South

Carolina, 111 Maiden Lane, Lexington, South Carolina, 29202. If no Agreement and

Request for Payment is received by the Condemnor within the thirty (30) day period, the

tender is considered rejected.

12. If the tender is rejected, the Condemnor has the right to file this

Condemnation Notice with the Clerk of Court of the County where the property is

situated and deposit the tender amount with the Clerk. The Condemnor shall give the

Landowner(s) and Other Condemnee(s) notice that it has done so and may then

proceed to take possession of the property interests and exercise the rights described in

this Condemnation Notice.

13. AN ACTION CHALLENGING THE CONDEMNOR'S RIGHT TO ACQUIRE

THE PROPERTY AND RIGHTS DESCRIBED HEREIN MUST BE COMMENCED IN A

SEPARATE PROCEEDING IN THE COURT OF COMMON PLEAS WITHIN THIRTY

DAYS OF THIS CONDEMNATION NOTICE, OR THE LANDOWNER(S) WILL BE

CONSIDERED TO HAVE WAIVED THE CHALLENGE.

14. THE CONDEMNOR HAS ELECTED NOT TO UTILIZE THE APPRAISAL

PANEL PROCEDURE. Therefore, if the tender herein is rejected, the Condemnor shall

notify the Clerk of Court and shall demand a trial to determine the amount of just

compensation to be paid. A copy of that notice must be served on the Landowner(s).

That notice shall state whether the Condemnor demands a trial by jury or by the Court
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Condemnation Notice and Tender of Payment (continued)

without a jury. The Landowner(s) has the right to demand a trial by jury. The case may

not be called for trial before sixty (60) days after the service of that notice, but it may

thereafter be given priority for trial over other civil cases. The Clerk of Court shall give

the Landowner(s) written notice by mail of the call of the case for trial.

15. THEREFORE, IF THE TENDER HEREIN IS REJECTED, THE

LANDOWNER(S) IS ADVISED TO OBTAIN LEGAL COUNSEL AT ONCE, IF NOT

ALREADY OBTAINED.

16. In the event the Landowner(s) accepts the amount tendered in this Notice,

the attached Agreement and Request for Payment form should be signed and returned

to the Condemnor within thirty (30) days of your receipt of this Notice.

sl Clifford O. Koon Jr
Bradford T. Cunningham, SC Bar No. 16968
bcunnin ham lexsc.com
Clifford O. Koon, Jr., SC Bar No. 3599
~k* I .**
111 Maiden Lane
Post Office Box 397
Lexington, South Carolina 29072
(803)359-4460

J. David Black, SC Bar No. 68499
DBlack nexsen ruet com
1230 Main Street, Suite 700
Post Office Drawer 2426
Columbia, South Carolina 29202
(803)540-2072
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Attorneys for The Town of Lexington, SC

October 9, 2017
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